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in the Transportation field, too, you'll find Repeat-O-Pak fast at work 
slashing the cost of continuous-forms writing, and speeding production! 


I 
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WELDON PAYNE, Buyer, Office Supplies, 

Geo. F. Alger Company, Detroit, says... “Several 
years ago we switched to Repeat-O-Pak Floating 
Carbon Paper for our I. B. M. and Underwood 
continuous-forms writing machines. Since then we 
have been amazed repeatedly by the number 

of forms that we write with just one load 

of Paks which lasts us well over ten days... 
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much faster and cleaner, too! 
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Candidates (; PA 
for the oe lle 


EXAMINATION 


IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 
A Correspondence School Since 1903 


lag 209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOTS 





“Man! This is the easiest 


hard day's work 
I've ever done!” 
_. page iA?” hl 





“Bless EDISON TELEVOICE! xt gets me through a mountain of written 
work as easily as talking on the phone. I just pick up . 
my TELEVOICE phone and talk. It's always connected to : 4 ~~ 
the recording instrument which my secretary keeps on 


her desk. I enjoy a direct line from thought to action!" | TELEVOICE SPEEDS 
neni - SERVICE FOR OTIS” 
tary shortage--ant ria | -_AT. 53% LOWER COST! 


to use secretarial capac- 
ity you never dreamed you 
had. TELEVOICE cuts instru- 
ment dictation costs as 


















es From on- 
€-spot inspection reports, the 


much as 66 2/3%. Just put a General Service Manager's office 
TELEVOICE station at every (see photo below) of Otis Elevator 
desk--and watch how fast Company writes detailed service 


















the work flows out! instructions that keep more than 
47,000 elevators running at top 


performance. 


Here, speed is essential. Thanks to 
EpiIson TELEVOICE, dictated main- 
tenance instructions and estimates 
are now turned into typed orders in 
a matter of minutes. Previously, 
delays ran up to 24 hours. 




































At Otis, four TELE VOICEWRITER 
recorders (one shown below) serve 
35 low-cost TELEVOICE phones in 
11 departments. They replace 39 
old individual instruments which . 
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Si Ideal running mate! _had become obsolete—at a saving 
system for dictation! Sensdenn Mereatnecen Wence~ in equipment cost alone of 53%! 
: 3 oe if caseen, with exclusive And Otis reports other big plusses 
moss High-Definition recording, inte- = swift, convenient service and 
> grates perfectly with the TELEVOICE amazing’ transcription accuracy. 

nse system for those who want or need 


a heavy-duty instrument all their 
own. For every dictating situation, 
you can always rely on EDISON! 


Eye-opening booklet! Ideas and help by the bookful! And the 
whole sensational success story of TELEVOICE. 
Send for your copy--now! Or arrange demon- 
stration by phoning our local representative. 


In Canada: Thomas A. Edison of Canada, Ltd., i 
Toronto 1, Ontario. Thousands of businesses — large 


and small—in all fields agree with 
Otis that TELEvoice is the handier, 
faster, more direct line to action on 
DISON ELE OICEWRITER written work. You owe it to your- 
self to learn how EDISON TELEVOICE 
ae ee ° can speed your flow of business and 
, é 
EDISON, 9 Lakeside Ave., West Orange, N.J The Televoice System ; aa om Mail 
Okay—send me A LINE ON TELEVOICE today — or . 


call our re- 
presentative. 
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a INCORPORATED 


Ediphone Division 
West Orange, New Jersey 
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here’s a 


free book 
you'd be 
willing to 


It contains fifty pages of helpful in- 
formation about your fourteen basic 
production forms, telling ... 


®@ what the form is 

@ why it’s used 

®@ where it originates 

@ who uses it 

@ how the copies are 
distributed 

@ details of design 


Production Orders, Stock With- 
drawals, Material Transfers, Rejection 
Reports .. . many of the forms you 
might use in your fact6ry .. . are cov- 
ered. For each form there’s a whole 
page devoted to its layout; another 
tells what, where, why, and who uses 
it; other pages give distribution and 
design. 

In other words. if you want to know 
something about production forms, 
you can find it in this book. 


Many years’ research on thousands 
of forms are behind it 

Yet Uarco offers this book free! Why? 
Just to help you understand the use of 
these important forms. For in that way 
can you buy them intelligently 
hence gain the real efficiency that the 
right business forms can give you. 


Pin this coupon to your 
letterhead and mail 
it to Varco for your 
free copy, today! 


UARCO 


INCORPORATED 


Factories: Chicago; Cleveland; 
Oakland; Deep River, Connecti- 
cut; Watseka, Illinois—Sales 
Representatives in all principal cities. 


UARCO INCORPORATED 
Room 1622, 141 W. Jackson Blvd. 
Chicago 4, Illinois 


Please send my copy of the Encyclopedia of 
Production Forms 


Name. 
Title 
Line of Business 


-City & State 


----- eee eee 





REPLACING EQUIPMENT 
Editors, THE CONTROLLER: 

I noted the ‘Help Wanted” letter from 
Clell C. Boyer of American Box Board 
Company that appeared in the November 
1951 issue of THE CONTROLLER—page 
511. I have written him direct as per copy 
of letter attached. (See below.) 


E. N. MaRTIN, SR 
Comptroller and 

Principal Accounting Officer 
Godchaux Sugars, Inc. 

New Orleans, La. 


Dear Mr. Boyer: 
I have noted your letter to THE Con- 
TROLLER ( page 511—November 1951) in 


which you indicate your interest in the 
equipment replacement problem 


printed bulletins, 


eG if you want to avoid costly delays in 
delivery of 
ments, price lists, advertising 
office forms 
other printed. matter 
if fast, 
letters, reports 


letterheads 


efficient 


It so happens that I have just completed 
a manuscript (brief) on equipment re- 
placement policy at the request of the Na- 
tional Association of Cost Accountants 
which I am hoping will be published in 
their bulletin. . Even if I were free 
to submit my article to THE CONTROLLER 
it would take some time in reaching print 
so to save valuable time I am sending you 
a draft of the article as originally sub- 
mitted. I believe the theory advanced in 
this article represents the most advanced 
and adequate approach to replacement and 
expansion problems. 

1 have drawn my information from 
several texts but primarily from one in 
particular, “Dynamic Equipment Policy,” 
by George Terborgh, published by Mc- 
Graw-Hill Book Co., Inc., New York. In 


announce- 
literature 
envelopes, and 


production of form 
sales bulletins, and other 


office duplicating is important 


YOU NEED 


if high quality and worthwhile savings 


are. of interest to you 


PRINTING 


you should get the facts about the 


Davidson Dual. Analysis of your printing 


WITHOUT 


purchases will quickly show whether you 


need this equipment. Want more details? 


WAITING 


Hundreds of printers who operate 
Davidson Duals can give you this 
fast, low cost service, too. 


Davidson 
Dust 


DAVIDSON CORPORATION 


A Subsidiary of Mergenthaler Linotype Company 
1040-60 West Adams St., Chicago 7, Ill. 


Write today . 


. no obligation. 


this text much time is spent in developing 
and proving the inadequacy of the many 
theories advanced in the past and an equal 
amount of time is used in working up to 
the short-cut formulas which embrace 
every element in replacement considera- 
tion. The full adequacy of the formula is 
proved by working out in detail all of the 
factors in a specific problem (of which 
there are many illustrated in the book) 
through the use of present worth, annuity, 
and capital cost recovery factors. Regard- 
less of the complications which may de- 
velop in any stated problem, the formula 
can be adjusted or varied to cover the 
case fully. 

E. N. MARTIN, SR. 


Editors, THE CONTROLLER: 

I have read Clell C. Boyer’s note in the 
November issue of THE CONTROLLER ask- 
ing “What Is a Workable Equipment Re- 
placement Policy?” (p. 511). 

I am interested in Mr. Boyer's question 
and would appreciate hearing whether 
other concerns are thinking along the same 
lines. 

In G.L.F. we have always tried to justify 
the replacement of equipment by figuring 
whether it would pay for itself in service, 
in labor and in burden. However, in addi- 
tion we have also given considerable 
weight to the matter of improvement in 
machine design, and application, and to 
ease of operation with respect to operator 
fatigue. 

F. M. UPCHURCH 
G.L.F. Farm Service 
Ithaca, N. Y. 


“WITH LOVE” 
Editors, THE CONTROLLER: 

I ran across the enclosed “‘letter’’ and 
had a lot of fun showing it to people who 
have come in contact with auditors. In 
case you have not already seen it, I am 
sending it to you for your enjoyment and, 
if you think it is worth while, for publica- 
tion in THE CONTROLLER. 


E.HLE. 
e 


BLEAK, GRUFF AND TACTLESS 
Public Accountants 
Deepinthemire, Osolong 


Gentlemen: 

Your accountants have just finished their 
examination of our company, and I can- 
not refrain from expressing to you m) 
gratification over the courteous, helpful 
and workmanlike manner in which the au- 
dit was conducted. 

Their ideas and methods were a revela- 
tion to all of us here, and I can assure you 
that since they left, none of us have been 
the same. At the moment 1 write under 
difficulties because a carpenter 1s attempt- 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office * 


55 WALL STREET - 


67 Branches in Greater New York 


New York 


55 Branches Overseas 





Statement of Condition as of December 31, 1951 





* taig- a 
ASSETS 

Cash, Gold and Due from Banks............. 
United States Government Obligations. ...... 
Obligations of Other Federal Agencies........ 
State and Municipal Securities.............. 
Other Securities. Aad Sarees 
Loans and Discounts. 
Real Estate Loans and Securities. ate 
Customers’ Liability for Acceptances. iat raed: 
Stock in Federal Reserve Bank..... 
Ownership of International Banking 

Corporation. . Fehr enee Kanara 
Bank Premises. 
Items in Transit with Branches. 
Other Assets.......... 


Met a1 oh dis cy atcia\ Hegel a. de Mit daes aye Sark 
LIABILITIES 
Deposits. . P 
Liability on : Acceptances and Bills. 
Less: Own Acceptances in Port- 
| veeeee + 12,992,281 
Due to Foreign Canna ‘Rents 


(In Foreign Currencies 


"$44,567,139 


Reserves for: 
Unearned Discount and Other Unearned 
Income. 
Interest, Taxes, ‘Other Accrued Expenses, ‘ete. 
Dividend. 
Capital. . mA 
(7,200, 000 Shares—$20 Par) 
Surplus. . 156,000,000 


Undivided Profits. _ 64,945,973 
Re ie oo: ns eer 


"| $144,000,000 


$1,461 ,560,755 
1,585,733,526 
25,856,463 
510,347,675 
106,839,994 
2,088,757,343 
28,102,101 
29,919,003 
9,000,000 


7,000,000 
29,162,719 
24,863,064 

2,721,022 


$5,909,863,665 


$5,442 ,946,549 


31,574,858 
11,538,800 


19,178,611 
36,366,874 
3,312,000 


364,945,973 
$5,909,863,665 


Figures of Overseas Branches are as of December 23, 1951. 
$357,619,275 of United States Government Obligations and $12,105,600 of 
other assets are deposited to secure $271,854,693 of Public and Trust Deposits 

and for other purposes required or permitted by law. 
(Member Federal Deposit Insurance Corporation 


CTT 


a 
Affiliate of The National City Bank of New York for separate 


administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 


Capital Funds $31,009,629 





We shall be glad to send a complete copy of the 1951 ‘‘ Report to Shareholders 


of THE NATIONAL CITY BANK OF NEW 
TRUST COMPANY to anyone who requestsit. 


YORK and the CITY BANK FARMERS 
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Forthcoming Features 


IN THE CONTROLLER 


te WHY DEPRECIATION RESERVE SHOULD NOT BE 
DEDUCTED FROM PLANT ACCOUNT 


by E. Toder 


%& SOCIAL RESPONSIBILITIES OF BUSINESS 


by Harry A. Bullis 


%& MAKING THE BUDGET WORK 


A report on a new Controllership Foundation Study 


by T. F. Bradshaw 


e cigarette holes burned in 
é your men who was a 
I note, too, that my cigar 
and it pleases me to 


mg to repair ti 
my desk by 
trifle 
humidor is empty 
feel that your auditor 
cigar 

All but two of the adding machines 
used by them in footing the trial balances 
have been repaired by this time, and the 
janitor reports the last of the personnel 
record cards has been located in the base- 
The y were et ide ntly used as tallie f 
game your men held in the 
basement the second day of their work. 

The girls in our bookkeeping depart- 
ment are having a great deal of fun trying 
to sort out and piece together the individ- 
ual ledger cards torn by your men. The 
girls have made a kind of crossword puzzle 
out of the task, and it hel ps to spe nd the 
hours while waitine for the records vault 
to be opened. We haven't been able to 
work the combination since the accountants 
locked it the Our office 


manager has been missing since then, but 


careless 


admire my taste in 


ment, 


m the crap 


night they left. 
he may be inside. 

Should there be any typographical errors 
in this letter, I petition your tolerance. My 
secretary has not been quite herself since 
the audit, u he n she spent most of her time 
assisting your men to locate old records in 
the basement storeroom. She gazes off wnto 
space at odd mi and absent- 
mindedly addresses me as Darling.” Sev- 


ments, 


THE CONTROLLER 


eral others among our feminine employe 
are similarly affected. 

We found most of the 
the table on which the boy 
and, while it seems there are 


} 
ecuriles Hnder 


L 
unted them, 


it 1s hard to say just which ones, since our 


records were on the ledger sheets used by 
the boys as scratch paper. 1 think, also, 
that $84,000 worth of tax savings notes 
are still to be accounted for. Will you, 
therefore, make tactful inquiry? There 
may be error of memory on my part, and I 
should dislike injuring the feelings of your 
staff. 

As stated above, our reorganization is 
nearing completion. We conte mplate dis- 
carding most of the records and papers so 
that in the future the auditors need only 
count the cash, leaving them more time to 
devote to the less tedious aspects of their 
work, 

Enclosed, please find our check in pay- 
ment of the audit. You will note we have 
increased the item “Travel Expense.” W 
want your men to enjoy a nice long trip 
Hoping they never return, we are 

More bewildered than ever, 
HOPELESSLY MORGANTHAU 


Ye editors reiterate the phrase on our con- 
"The vieus 


l 
articles ave those of 


tents page, to wit (and wits!) 
expressed in the various 
the authors and not necessarily those of the 


Controllers Institute!” 
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OMe MUSSING, 


APPLAUSE 
Editors, THE CONTROLLER: 

This office requests permission to re- 
produce the review of the book, ‘‘Stream- 
lining Business Procedures’ by Richard 
F, Neuschel, which appeared in the March 
1951 issue of THE CONTROLLER (pp. 
128-129). 

It is planned to distribute approximately 
300 copies to management analysts in the 
Navy Department if permission is granted. 
A credit line showing the original source 
of the article will, of course, be included. 
E. D. Dwyer 
Director of Office Methods 
Department of the Navy 
Washington, D. C. 


Permission granted. 


Editors, THE CONTROLLER: 

I have recently been reading an article 
entitled ‘Evaluating Management’ by 
Jackson Martindell, which appeared in the 
May 1949 issue of THE CONTROLLER. 

At that time you indicated that there 
were copies of "301 Questions to Manage- 
ment” available without charge to all read- 
ers of THE CONTROLLER. If, by any 
chance, you still have a copy available we 
would very much appreciate receiving one. 


T. A. CorDNER, Controller 
Behr-Manning Corporation 
Troy, N. Y. 


The material in this offering was incor- 
porated in Mr. Martindell’s book, "The Sci- 
entific Appraisal of Management,” published 
by Harper & Brothers, New York. While 
we regret we cannot supply a copy to ous 
reader, we are happy to know that 1949 edi- 
is still " pulling.” 

The Edit 


torial matter 


W. T. CHAMBERLAIN INC. 
103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 
does not sell insurance 
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8,596 CUSTOMER —_ RECORDS 
=== ———— . 


14,324 PLANT EQUIPMENT RECORDS 


ALL SET FOR SAFEKEEPING 


( HOW ABOUT THE ESSENTIAL RECORDS OF YOUR BUSINESS? ) 


Here are five kinds of business records—the contents 
of 15 file drawers—reduced, by Burroughs Microfilm- 
ing, to five rolls of film you could hold in one hand. 
Yet the records are complete, each document filed 
exactly as you want it. And any part of the story is 
available for reference at a moment's notice. 


Think what a system such as this can mean to you in 
terms of safety, convenience, and savings of time, 


money and space! Thousands of documents can be 
recorded on one roll of microfilm in as little as half an 
hour. And the cost of this security is low. 


You can find out all about it by picking up your tele- 
phone and calling your Burroughs representative. He 
knows business needs and can give you the facts about 
the finest microfilming equipment available. Burroughs 
Adding Machine Company, Detroit 32, Michigan. 





WHEREVER THERE’S BUSINESS THERE'S 


Burroughs 


2 


nish th. 
Die in i! 


FREE 


a valuable booklet 
of information— 
“Safe-guarding Vital 
Records.’ Write 
today for your copy. 


fro IMPORTANT MAMAES 197 IC ROFY yyy 


| Bell c Howell 


Modern microfilm equipment built 


by Bell & Howell, and sold by 

Burroughs Burroughs, is the finest obtainable. 
OrsteyIO® It reflects Bell & Howell's acknow!l- 
edged leadership in the field of 


precision instruments for fine 
photography. 





Reporting the Stockholder’s Meeting 

Here's a letter that came to our attention by reason of the 
comment of an SEC official that the company’s letter to its 
stockholders, describing actions taken at the annual meeting 
of the stockholders, was so clear and complete that it would 
be satisfactory if filed with the SEC in place of the informa- 
tion required on their form. 

It consisted of plain and simple English—apparently 
the lawyers were kept away from it—with full and easily 
comprehended disclosure of the votes on the important mat- 
ters at issue. 


SYLVANIA ELECTRIC PRODUCTS INC. 
1740 BROADWAY 
NEW YORK 10, N. Y. 


November 29, 1951 
YK ) On St rckh ders: 

At the special meeting of stockholders held in Boston, Mass., 
on November 19, approval was given to the issuance of 200,000 
shares of $4.40 Cumulative Preferred Stock and to an increase 
in authorized common stock of 550,000 shares, to provide for 
conversion of the new preferred stock. The common stock of the 
Company was changed from a no par to a $7.50 par value basis. 


The following day the new issue of preferred was sold to un- 
derwriters at a price to gross the Company $19,520,000, and was 
offered to the public at $100 per share. Option to convert on thc 
basis of 2.75 shares of common for one of preferred may be ex 
ercised not later than December 31, 1961. 

At the same time $25,000,000 of 334% Sinking Fund Deben- 
tures, due 1971, were sold to underwriters at a price to gross the 
Company $24,687,500 and were sold to the public at 100. 

Expenses not deducted from the figures shown will aggregate 
about $200,000. 

Proxies presented at the special meeting represented 77.6 per 
cent of the outstanding common stock. The vote for the three 
propositions presented to the stockholders was as follows: 


1) To issue not more than 200,000 shares of convertible pre- 
ferred stock. 

For: 1,399,191 shares, or 75.4% of shares outstanding. 

Against: 42,345 shares, or 2.3% of shares outstanding. 


2) To change common stock from no par to $7.50 par value. 
For: 1,422,827 shares, or 76.6% of shares outstanding. 
Against: 18,709 shares, or 1.0% of shares outstanding. 


3) To increase authorized common by 550,000 shares to pro- 
vide for conversion. 

For: 1,396,856 shares, or 75.2% of shares outstanding. 

Against: 44,680 shares, or 2.4% of shares outstanding. 

THE CONTROLLER FEBRUARY 1952 





The necessary funds to pay off the outstanding issue of $17,- 
200,000 of debentures due in 1963 have been placed in the hands 
of the trustee for the retirement of this issue in January. 

At the regular meeting of the Board of Directors on November 
28, a common dividend of 50 cents a share was declared payable 
December 20, 1951 to stockholders of record December 10, 1951. 
This brings the 1951 dividends up to $2.00 a share, the same as 
last year. 

The regular dividend of $1.00 a share on the $4.00 preferred 
stock and a pro rata dividend of 42.8 cents on the new $4.40 
preferred, covering the period from November 26, 1951 to De- 
cember 31, 1951, were authorized for payment on January 2, 
1952, to stockholders of record December 19, 1951. 

The management of the Company was greatly pleased with 
the exceptionally large response to their requests for proxies for 
the special meeting. We wish to thank our stockholders for this 
nice vote of confidence. 

Max F. Batcom, Chairman of the Board 
Don G. MITCHELL, President 


* * * 


If all managements of publicly owned companies had al- 
ways been as frank and clear in their communications to 
stockholders, would we ever have had an SEC? 


Public Relations in the Public Interest 

The title of this editorial was the title of a recent all-day 
conference jointly sponsored by the New York Chapter of 
the Public Relations Society and by New York University. 
The theme for it was set by Paul Haase, our managing 
editor, who has been serving this year as president of the 
Chapter and set this theme because of the belief of many 
leading public relations men, that too much of public rela- 
tions has been solely focused on private profit. 

A number of our leading corporations have led the way 
by focusing not only their public relations effort, but also 
company policy making, to a larger degree upon the public 
interest. Of course, stockholders, employes and customers of 
the company must not be forgotten, but in the long range 
the public's interest is the company’s interest. The only way 
to forestall further government incursion into the detailed 
management problems of business is to demonstrate that it 
is unnecessary. 


Does Budget Bureau Approval Last Forever? 


A reader recently raised the question as to whether ap- 
proval by the Budget Bureau and the Advisory Council on 
Federal Reports would permit a government bureau sending 
a questionnaire out to businessmen for the indefinite future. 

Controllers Institute Delegates Lisle Adkins and Ed Mc- 
Connell, as members of the Advisory Council on Federal 
Reports, tell us that a time limitation is part of every ap- 
proval issued by the Bureau. Some questionnaires are ap- 
proved only for a single mailing, others for a period of some 
months, still others for a period of years. In all cases the 
possibility is kept in mind that the need may diminish or 
disappear. 


—-W ALTER MITCHELL, JR. 





Dw Dndunatiioll Orn CePA a Vitan, Stout 
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Is cost accounting costing you too much money ? 


Whenever your cost figures are late, they lose a part 
of their value...and cost you too much money. 

And whenever your cost accounting personnel 
work overtime, there again the operation costs you 
too much money. 

Yet it’s easy — with Remington Rand punched- 
card methods — to avoid such excess costs and save 
extra money besides. Using a punched card as your 
one complete record of each labor or material charge, 
you get your detail and total figures mechanically 
in any desired breakdown — by job, by department, 
by product, etc.— at speeds which a manual system 
could not possibly approach. And you get mechan- 
ical accuracy, too, in all your reports. 

If yours is one of the companies where plant 
mechanization has sprinted far ahead of office 





mechanization, Remington Rand Punched-Card Ma- 
chines will be all the more of a revelation as an 
immediate means of saving money. Write for Cost 
Accounting Folder SN779, an informative case his- 
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LIFO as an Operating Tool 
Henry Keyserling 


GROWING ACCEPTANCE OF LIFO’ 


One of the notable trends in the recently published yearly 
survey of corporate annual reports, released by the Ameri- 
can Institute of Accountants, is the increasing use of LIFO 
(last in, first out) method of determining inventory costs. 
Analyzing 525 annual reports, Carman G. Blough, AIA re- 
search director, reported that in 1950 there were 316 out of 
525 companies using this method compared to 98 in 1949 


stead most controllers either already 
use “LIFO” (last in, first out) or have 
studied it carefully as to its merits vs the 
methods now employed. 

Looking back on what our company did 
at the time we decided to go on LIFO, I find 
that for a number of years prior to LIFO be- 
coming legal, we established a sort of 
Inventory Stabilization Reserve, based 
upon a base stock concept. This grew out 
of a recognition that in our business, in- 
ventory investment in relation to annual 
sales was large and therefore “cost or 
market’’ adjustments did not always reflect 
real profits. 

Thus LIFO offered us a way to modify 
this uncontrollable factor and yet over a 
cycle of rising and falling prices the total 
income would be the same. (I must qualify 
this by saying “income before taxes.”’) 

Our reasoning and progress towards 
LIFO was not original and probably most 
other companies who adopted it at the 
time, and since, used about the same argu- 
ments to justify the change. However, once 
having adopted it, there is a danger of 
going on operating in every other respect 
as was done under the old “‘lower of cost 
or market” basis, and many companies 
still regard LIFO essentially as a tax-sav- 
ing device and not as something which, in 
the day-to-day y ag. practice of the 
company, calls for changes in practices 
and concepts and which plays an important 
role that can yield benefits quite beyond the 
tax phase. It is this aspect of LIFO—LIFO 
as an operating tool—we will discuss. 

First of all, remarkably few companies 

and I have checked my own conclusions 
with others—considered the effect of 
changing their fiscal year when they 


adopted LIFO, still, this is a very funda- 
mental aspect of LIFO and almost diamet- 
rically opposed to the “lower of cost or 
market’’ philosophy. Whereas the latter's 
objective is to have inventories at the his- 
toric low point at the close of the fiscal 
year, LIFO considerations are to maintain 
relatively stable inventory quantities from 
year-end to year-end.and therefore almost 
any other time than the low point is prefer- 
able. In fact, the historic high point seems 
to offer the best opportunity to control in- 
ventory quantities 


NEW CONCEPTS 


We, therefore, come to recognize in 
LIFO a completely different requirement, 
one that suddenly calls for a new approach 
to inventory management. Out of this need 
grow new concepts of purchasing and sell 
ing. 


Let us examine briefly the purchasing 
problem. No matter what system of pur- 
chasing is used, the advantage of buying 
at the lowest possible price is still the best 
principle. But we now find in LIFO the 
need to watch our year-end inventory bal- 
ance. This means not to run it down as 
low as possible but to control it to a pre- 
determined objective. To accomplish this 
may require new techniques in buying; it 
becomes more important to insure replace- 
ments; and delivery terms or points of 
legal transfer of title assume an importance 
quite beyond their place under other meth- 
ods. Situations may arise where the market 
is rising and yet to preserve inventories, 
purchases must be made. What is the effect 
of hedging on purchasing policy for LIFO 
companies ? 

The second concept which is influenced 
1S Sé lling and tied to it are pricing poli 7és 
One thing that LIFO helps to establish is a 
closer relationship between time of pur- 
chase and sales. No longer can the com 
pany on LIFO sell profitably at low prices 
in a rising market because of the retarding 
price influence of a lower priced inventory. 
Therefore, in effect, it becomes somewhat 
like the situation of a broker who must sell 
and buy almost simultaneously. Because 
of this loss of inventory as a retarding 
agent, selling prices should stay much 
closer to buying prices. 

This acts two ways: In a rising market 
the manufacturer should reflect higher 
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cost in his selling prices much sooner, but 
in a falling market he can lower selling 
prices more rapidly without suffering un- 
due losses. I am not expressing an opinion 
on whether this is good or bad but merely 
pointing out this change due to LIFo. 


SALES FORECASTING 

An even greater requirement as far as 
selling is concerned is a much greater need 
for accurate sales forecasting. The more 
accurate and long-range the sales fore 
casts become, the more accurately and ef- 
fectively is it possible to do the purchas- 
ing. No longer can a company on LIFO fol- 
low the general concept that it is up to the 
Sales Department to get the prices at 
which purchasing and manufacturing have 
been incurred. Instead, under L1Fo, selling 
prices and purchasing are drawn ever 
closer together and selling prices fre- 
quently determine purchasing prices and 
manufacturing costs. One may feel that this 
is ‘'a difference without a distinction’’ but 
it has been observed that, in companies us- 
ing LIFO, the liaison between sales and pur- 
chasing has, of necessity, become much 
closer and all the ways of bringing about 


an even closer relationship have not yet 
been fully explored. This is an area on 
which companies on LIFO can well and 
profitably ~_ time and which is far 
from fully developed. 

Regarding ‘inventory management” no 
one can rightly say that companies have 
neglected inventories as a phase of busi- 
ness administration, but for companies on 
LIFO inventories assume an entirely new 
importance and more and more time must 
be devoted, especially by the controller and 
the top management group, to continuous 
reviews of the company’s inventory policy 
This is not done separately and distinctly 
from sales production and purchasing con- 
siderations but nevertheless the need to 
maintain stable inventories at year-end 
creates new problems which involve man- 
agement decision, and are not routine, and 
not so dependent on sales volume as under 
other methods. 


THE QUESTION OF PROFITS 

There is the question of profits. For ex- 
ample, if a substantial purchase has to be 
made at high prices towards the end of the 
year to replace sales already made, this not 


LIFO VALUES AND DRAWBACKS CITED 


Under inflation, “‘true’’ operating profits and inventory 
gains may differ significantly, Guaranty Trust Co., of New 
York, pointed out recently in its monthly Survey. 

Analyzing the LiFo method of inventory valuation, an 
editorial noted that under it, inventory units, instead of be- 


ing regarded as used in order of acquisition, are treated as 
if used in the opposite order—the last units used first. 


By excluding inventory gains from stated income, it was 
noted, LIFO is a tax-saver at the time of rising prices; the 


same rule works in reverse when prices are falling since 
companies using the method cannot report inventory losses 
for tax purposes without approval of the Internal Revenue 


Bureau. 
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Seen in retrospect, the Survey commented, almost all com- 
panies dealing in commodities could have reduced their tax 
liabilities by adopting LIFO years ago. Hindsight is easier 
than foresight, however, and the question to be answered by 
a company considering the adoption of Liro for tax pur- 
poses is not the past, but the future trend of prices. 

The outstanding objection to the method, it was empha- 
sized, is the legal compulsion to continue using it, once it has 
been adopted. This compulsion could result in a severe tax 


penalty in case the market value of the inventory should de- 
cline below the level prevailing at the time LIFO was adopted 

To end this objection, it was pointed out, it has been sug- 
gested that the law be amended to permit companies to 
revalue inventories at “cost or market’ prices, whichever are 
lower, whenever prices decline below the level that pre- 
vailed when the method was adopted. 
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only means that the full price of this pur- 
chase becomes a cost of sales for that year 
but it may tie up a substantial amount of 
cash and thus create problems which re- 
quire management decision. For example: 
Can the company afford this outlay ? Will 
this outlay have an adverse effect upon the 
company’s balance sheet ? And yet, the re- 
ward from intelligent inventory manage- 
ment under LIFO can be very rewarding. 
Inventory management in itself assumes a 
position which puts it in the same cate- 
gory with effective selling, good pricing, 
and shrewd buying. In some progressive 
companies it has become a separate and 
distinct function of a full-time depart- 
ment. 

One could argue that this is also true 
in companies not operating on LIFO but 
it is not so separate and distinct a function 
as it becomes when LIFO is used. 


BALANCE SHEET ANGLES 

In discussing LIFO as an operating tool, 
we cannot overlook the effect of LIFO on 
the company’s balance sheet. It has not 
been unusual for companies on LIFO, be- 
cause of the low value of their inventories 
(often stated at 1940-1941 values since 
many companies went on LIFO at that 
time) and the fact that liabilities are stated 
in terms of current costs, to experience 
difficulty in showing the traditional 2-1 
ratio. This historically has been considered 
a minimum sound relationship between 
current assets and current liabilities. It 
presents a dilemma and is an area in which 
LIFO as an operating tool has hardly been 
explored. 

Some companies have seized upon the 
device of publishing the market value of 
their inventories. Other companies have 
tried to keep their payables at a minimum 
but this approach to the problem smacks of 
an effort on the part of LIFO companies to 
try to please both masters, i.e., to have the 
benefits of LIFO for operating purposes and 
at the same time to satisfy the balance 
sheet reader in terms of “cost or market”’ 
because that is what the reader has learned 
in school. This may be a realistic approach 
but not a satisfactory one and is often 
downright misleading. 

This problem really needs a new solu- 
tion. In recommending a solution, of 
course one avenue of approach would be 
a better education of the reading public. 
But that probably will take at least one 
generation of new graduates to become 
operative. 

A better approach would be a change 
in the balance sheet presentation method. 
Could it be that inventories should appear 
as a category distinct from the current as- 
sets? At any rate, while this field offers 
great opportunity for development, until a 
solution has been found, LIFO companies 
will continue to suffer by application of 

(Continued on page 87) 
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“Earnings and 


Profits” 


in Federal Income Taxation 


John G. Jaeger 


HE TERM ‘Earnings and Profits’ as 
| onl in the Federal Income Tax Law, is 
significant in two principal particulars, 
namely: in determining whether and to 
what extent corporate distributions are tax- 
able as dividends and in the computation 
of the historical invested capital credit for 
the Excess Profits tax. With a few sig- 
nificant exceptions mentioned later, Earn- 
ings and Profits are the same, whether the 
term is being applied to dividends or to 
invested capital. 

It is quite probable that at present the 
subject is of greater interest to taxpayers 
in connection with Excess Profits taxes. 
However, as it was developed principally 
in connection with corporate distributions, 
it will be discussed first in that perspective. 


DIVIDENDS 

In popular parlance, Earnings and 
Profits might be called the “tax surplus.” 
It is the balance which would appear un- 
der the “Earned Surplus’’ account in an 
imaginary set of books kept strictly in ac- 
cordance with all the technical rules of the 
Internal Revenue Code 

The early income tax laws undertook to 
tax dividends in their entirety, without in- 
quiring into the content of the book sur- 
plus. This was questioned in an early case! 
in which the right to tax earnings originat- 


* Lynch v. Hornby, 247 U. S. 339. 
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ing prior to March 1, 1913 was the prin- 
cipal issue. The Supreme Court held that 
it was entirely constitutional to tax such 
earnings, but in the meantime, Congress, 
being somewhat in doubt as to constitu- 
tionality, had included in the Revenue Act 
of 1916, a provision limiting taxability to 
earnings arising subsequent to February 
28, 1913. This limitation has remained in 
the law ever since, despite numerous ef- 
forts by the Treasury to induce Congress 
to remove it. 

Little by little in the never-ending proc- 
ess of tax development, “Earnings and 
Profits’ for any year has become a concept 
entirely different from the accountants 
idea of net income. The first time the term 
appeared in any of the tax laws was in the 
Revenue Act of 1916. It has now devel- 
oped into Section 115 of the Internal 
Revenue Code, which firmly embodies the 
principle that, in order to be taxable as 
dividends, corporate distributions must be 
out of “Earnings and Profits.” In setting 
forth this seemingly simple concept, Sec- 
tion 115 contains some of the most com- 
plex provisions of the tax law. They are 
striking examples of legal draftsmanship. 

It can easily be seen under these circum- 
stances, how statutory earnings and profits 
might be very different from the earnings 
shown on corporate income statements, 
and that the figure of net earnings from 
which the directors declare dividends 
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might include a substantial amount which 
for income tax purposes would be a return 
of capital to the stockholders. 

Of course, in many large corporations 
the question of whether the statutory 
earnings and profits differ from the book 
earnings is largely academic, as far as divi- 
dend policy is concerned. A huge balance 
in the book value of Surplus is a practical 
guarantee that statutory earnings and 
profits are sufficient to cover the dividends. 
In other cases, it can be ascertained by a 
superficial test whether book earnings and 
statutory earnings and profits are substanti- 
ally in agreement. 

Where, however, there is reason to be- 
lieve that statutory earnings and profits 
might be substantially less than book earn- 
ings, it becomes important to make an 
exact determination. On the one side stand 
the stockholders, who have a right to be 
told if any portion of their dividends is 
exempt from income tax by virtue of be- 
ing a return of capital ;* on the other side 
is the Treasury, which examines all such 
determinations with a mic roscope. 


THE SOURCES OF 
CORPORATE DISTRIBUTIONS 


Corporate distributions may represent 
either (a) taxable dividends, (b) a re- 
duction of the basis of the stock on which 
they are paid, the excess being taxed as 
capital gain, or (c) wholly tax-free distri- 
butions. 

Section 115 of the Code sets up a — 
sequence of the sources from which dis- 
tributions may be made. It reads as fol- 
lows: 


". . . every distribution is made out of 
earnings or profits to the extent thereof, and 
from the most recently accumulated earnings 
or profits. Any earnings of profits accumu- 
lated, or increase in value of property accrued 
before March 1, 1913, may be distributed ex- 
empt from tax, after the earnings or profits 
accumulated after February 28, 1913, have 
been distributed, but any such tax-free dis- 
tribution shall be applied against and reduce 
the adjusted basis of the stock... .” 


* This will not be true of the corporate stock- 
holder, who will pay a higher tax because of 
the 85% dividends received credit. 





The various sources from which the 
three categories named arise might be tab- 
ulated as follows: 


1. Distributions taxable as dividends. 
Earnings and profits of the taxable 
year. 
Earnings and profits accumulated since 
March 1, 1913. 

. Distributions reducing the basis of the 
stock, the excess being taxable as capital 
gain. 

Earnings and profits accumulated prior 
to March 1, 1913. 
. Distributions reducing the basis of the 
stock, the excess being wholly nontaxable 
Increase in value of property accruing 
prior to March 1, 1913. 
Other distributions similar to 2. 
Other sources. 


A corporation is not free to designate 
the source of distributions until after the 
earnings and profits (before and after 
1913) have been exhausted. If it were 
able, for example, to designate increase in 
value of property as a source of distribu- 
tion before pre-1913 earnings had been 
distributed, it could confer a great benefit 
on its stockholders. But increase in value 
of property is not classified as earnings 
and profits, and cannot be distributed un- 
til after earnings and profits are exhausted. 

It is the principal design of this article 
to suggest a method for determining the 
amounts in these various reservoirs. Be- 
fore doing so, however, it may be men- 
tioned that when the determination is 
completed it will also serve, with few ex- 
ceptions, as the basis for earnings and 
profits for Excess Profits Tax purposes. 

Each of the five sources of corporate dis- 
tributions can now be discussed in turn: 


Earnings and Profits of the Taxable Year 

Probably the best method of determin- 
ing the statutory earnings and profits for 
any given taxable year is to use as a start- 
ing point the net income as developed on 
the Federal income tax return, and make 
whatever adjustments are necessary. In or- 
der to ascertain what adjustments are nec- 
essary, ordinarily a study of each of the 
items listed in the reconciliation of open- 
ing and closing book Surplus* will be 
sufficient. If there have been any transac- 
tions in capital stock or capital surplus 
during the year, they should also be ex- 
amined. Rarely, there may be other ad- 
justments. 

Table I (page 64) exemplifies a conven- 
ient method of scheduling the earnings and 
profits for one taxable year, as well as ac- 
cumulating them from year to year. Col- 
umns are provided for pre-1913 Surplus 
and for realization of appreciation in value 
of assets. The balancing column simply 
permits cross-footing into the first column. 

This is not to say, of course, that all 
items appearing in the reconciliation of 
Surplus* will be adjustments to the Fed- 


* Form 1120, Schedule M. 


eral Tax net income. Most of the items in 
the reconciliation are already taken into ac- 
count in taxable net income, being simply 
items reconciling taxable net income to 
the books. It is only when an item is 
treated in one way for earnings and profits 
and in another for taxable net income, that 
it becomes an adjustment in the earnings 
and profits column. Generally the earnings 
and profits arising from taxable net in- 
come in any year are to be increased by any 
nontaxable income, and decreased by any 
unallowable deductions, including federal 
income and excess profits taxes. There are 
many exceptions, such as capital losses not 
allowed. These will be developed more 
fully, however, in the detailed comments 
on the items appearing in the table. 

Each of the adjustments listed in Table 
I is discussed separately below. 

Non-taxable interest. This item is to be 
included in earnings and profits. 

Profit from purchase of own bonds at 
discount. Under the Code, profit from the 
purchase of a corporation's own bonds 
may be excluded from taxable income by 
reducing the basis of any property ac 
quired by their issuance. On the assump- 
tion that when the property thus reduced is 
ultimately donate this reduction will 
be reflected in income, it should probably 
not be included in earnings and profits at 
the time of the purchase of the bonds. 
There have been no decisions on the sub- 
ject, but it is difficult to see how any other 
conclusion could be reached. 

Reserves. Although there is nothing 
specific on this subject in the Regulations, 
and very little in the way of Court de- 
cisions, it would seem that the debits and 


credits to Surplus Reserves should be 
treated in the same manner with respect 
to earnings and profits, as they are with 
respect to taxable net income. In one case, 
the Court held that a taxpayer who used 
the write-off method in his tax return in 
claiming bad debt deductions could not 
use the reserve method in computing earn- 
ings and profits. Consequently, charges to 
a reserve for insurance, which are allowed 
as deductions in computing taxable net in- 
come, do not become adjustments in the 
earnings and profits column. The same 
treatment will be accorded to credits to 
such a reserve which have not been 
claimed as deductions in computing tax- 
able net income. 

Depletion. The adjustment for deple- 
tion is usually more complicated than any 
of the others. Regulation 111 provides as 
follows: 

"In the case of a corporation in which de- 

pletion ... is a factor in the determination 

of income, the only depletion... dedue- 
tions to be considered in the computation of 
total earnings and profits are those based on 
cost or other basis without regard to March 

1, 1913 value. In computing the earnings and 

profits for any period beginning after Febru- 

ary 28, 1913, the only depletion .. . deduc- 

tions to be considered are those based on (1) 

cost or other basis, if the depletable... 

asset was acquired subsequent to February 28, 

1913, or (2) adjusted cost or March 1, 1913 

value, whichever is higher, if acquired prior 

March 1, 1913. 


This means that “percentage depletion” 
is not allowed as a few in the com- 
putation of earnings and profits, and con- 
sequently the amount by which percentage 
depletion exc eeds depletion based on cost, 


. . . . * - . . . . 
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TABLE | A COMPANY 
SOURCES OF CORPORATE DISTRIBUTIONS FOR THE TAXABLE YEAR 19—, AND ACCUMULATED 
Realization of 
Earnings Earnings and Appreciation Other sources 
and Profits Profits prior accruing prior Unrealized Balancing 
Since 3/1/13 to 3/1/13 to 3/1/1 Appreciation Other Column 
Balance, December 31, 1949 $ 900,000 $1, 000,000 $1,000,000 ($1,900,000) 
Adjustments, Sch. M, Federal ta urn 
Add: 
Item No 
15 ,000 ,000 $2,000,000 
19 
100 ,000 100,000 
900 $ ,000 
,000 $ ,000 ($ 5,000) 5,000 
Z ),000 50,000 
s 100,090 0,000 15 ,000 ( 75,000) 50 ,000 
arned Surplus 
prior year 1,0 000 1,000 
Total additi 251,000 27151, 000 ~0- 0,000 (80,000) -0- 130,000 
100,000 100,000 
,000 ,000 
~00, ,000 25,000 
,000 ,000 
1 
»000 ,000 
il 
,000 5,000 
lo, 10,000 
Total wu 1,025,000 900 -0- -U- -0- -0- 145,000 
1,295,000 1,200,000 - (8,000) -0- ( 15,000) 
; iremer - 
axable - 100,00 (__100,000) 
al 1 l, 30 ,1 - > ( 80,000) -0- 35,000 
ur l ,000 1,168,00 , 080 , OK 920 ,000 -0- ( 1,815,000) 
i l 0 ,OOO 1,d 2000 
as a8 oF 1 ES 2 A a eS a ee 
. . . . . . . . . . . . . . . . . e . . . . . . . . . 7 . . . . . 


purposes, the basis for depletion shall be 
cost. Consequently, the adjustment to be 
made in the earnings and profits column 
of Table I will depend upon the purpose 
for which it is being computed. 

In the event the property being depleted 
has a 1913 basis in excess of cost, the al- 
lowance of depletion based on the former 
constitutes realization of appreciation 
which occurred prior to 1913. Such reali- 
zation should be set apart from the other 
sources of distributions, as shown in 


(or value), must be adjusted in the earn- 
ings and profits column.* 

The quoted Regulation has another and 
perhaps greater significance. It states, in 
effect, that in computing earnings and 
profits for dividend purposes, the basis 

1913 value, 
in computing 


for depletion shall be cost or 
whichever is greater, 


earnings and profits for Excess Profits Tax 


while 


“Care must be taken in computing depletion 


based on cost (or 1913 value), to adjust deple Table I. 

tion rates for the excess of percentage depletion Profit ons ile of pr )perty igure | pbrior 

allowed as a deduction on the income tax re F 1913 A fae é al ine Pree f ; 
The to l 3. Any gain resulting from increase 


Treasury Department 


turns in prior years 
the depletion allow- 


insists that in computing 
ance on the income tax return based on cost 
(or 1913 value), the rates be ad- In 
justed each year, so that the depletion reserve 
will include percentage depletion allowed 
Inasmuch as percentage depletion is not allowed 


in value accruing prior to 1913 will have 
been eliminated from taxable net income. 
the computation of earnings and 
profits, having begun with taxable net in- 
come, there will be no adjustment to make 
to earnings and profits accumulated since 
1913. However, the gain resulting from 


historical 


in computing earnings and profits, the above ad 
justments must be made 
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any increase in value occurring prior to 
1913 will be added to the realization col- 
umn in the computation.® 


® Code Sections 115 (1) and (m) were de- 
signed to regulate this feature. For anyone wish- 
ing to indulge in mental gymnastics, these sec- 
tions are highly recommended. They are often 
derisively quoted to emphasize the complexity 
of income taxes in general. 

The purpose of Sections 115 (1) and (m) is 
to provide special rules for inclusion in earn- 
ings and profits of gains or losses on sales or 
exchanges when the effect on taxable net income 
has been artifically limited by the Code. The 
following example will illustrate the point: 


Adjusted cost basis of property $10,000 
Adjusted 1913 value basis 15,000 
Sale price 13,000 


Under the code there will be neither taxable 
gain nor loss in the year of sale, because the 
basis for determining gain is $15,000 (conse- 
quently no gain) ; and the basis for determining 
loss is $10,000 (consequently no loss). On the 
other hand, Section 115 (m), (2) provides 
that there must be included a gain of $3,000 in 
earnings and profits, consisting of increase in 
value of property accrued prior to 1913. 

(Continued on. page 74) 











Standard Federal Tax Reports 


© Old law, new law, the accepted reporter on federal taxes for 
revenue—“for the man who must have everything.” 
Swift weekly issues report and explain unfolding federal 
tax developments. Current subscription plan 
includes 7 loose leaf Compilation Volumes and companion 
Internal Revenue Code Volume. 


Sh hi A 


i. «© 7 
Federal Tax Guide Reports 


¢ Concise, compact, understandable, here is the dependable 
reporter on the federal taxes of the ordinary corporation, the 
average individual, partnership, or business. One loose 
leaf Compilation Volume and matching Internal Revenue 
Code Volume included without extra charge to start 
new subscribers off on the right foot. 


Lot LS 
SIS pode 


1952 CCH Federal Tax Course 





e Authentic tax training, brush-up, and reference course in one 
handy volume. Explains federal taxation, with emphasis 
on income tax and withholding collection methods. Revenue Act 
of 1951 reflected throughout the text, with new rates and 
provisions in problems and solutions, examples, and the like. 


U. S. Master Tax Guide — 1952 


e Handy dependable guide on federal taxation. Based on 
the Internal Revenue Code as amended, and controlling court 
and Tax Court decisions. Plain-English explanations. 
Withholding tables helpfully included. Thoroughly indexed; 
416 pages, durably bound, 6” x 9”, $3 a copy. 


Write for Complete Details 


COMMERCE. CLEARING, HOUSE, INC.. 
PUBLISHERS OF TOPICAL LAW REPORTS 


CHicaco 1 WASHINGTON 4 
214 N. MICHIGAN AVE 1329 © Street, N. W. 











Use and Occupancy 





and Extra Expense Insurance 


Marshall 8. Dalton 


LTHOUGH THE BEGINNINGS of Use and 
A Occupancy Insurance are somewhat 
shrouded in the mists of antiquity, it is 
generally accepted that the first coverage 
of the kind in this country appeared in a 
policy written about 1878 for the Newton 
Mills of Newton, Massachusetts, to cover: 


“. . . damage or destruction of their 
buildings or machinery by fire, either or 
both, which damage or destruction may 
prevent manufacturing of goods.” 


It was a per diem form in the principal 
amount of $36,000—$400 per day for 90 
days. It covered the difference between 
the contract price and the amount re- 
ceived from any salvage after the fire. 
The directors of the Boston Manufactur- 
ers Mutual Fire Insurance Co. author- 
ized its use in 1895. 

The purpose of this discussion is to 
consider Use and Occupancy Insurance 
and Extra Expense Insurance (another 
business interruption form) where they 
are respectively most appropriate and 
useful, and the general terms of the con- 
tract forms under which they are written. 
Both are forms of prospective earnings 
insurance which have for their objective, 
recovery for loss or extra expense, or 
both, resulting from inability to produce 
goods or provide services because of the 





MARSHALL B. DALTON has been identified with the insur- 
ance field ever since his graduation from M.I.T. in 1915 
(S.B. degree). Starting with the Liberty Mutua! Insurance 
Company, Boston, he served in various capacities up to 
the vice presidency, resigning in 1934 to become presi- 
dent of the Boston Manufacturers Mutual Fire Insurance 
Company. He is currently president of Mutual Boiler & 
Machinery Insurance Co. as well and a director of both 
companies. His paper was delivered before the New York 
Chapter of the National Insurance Buyers’ Association. 
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occurrence of fire or some other casualty 
insured against. They do, however, have 
distinct and different applications. 

Use and Occupancy Insurance is de- 
signed to pay the insured fixed charges 
and profits, including extra expense to 
reduce loss, to the extent that such fixed 
charges and profit would have been 
earned had the business insured contin- 
ued in operation and not been forced to 
suspend because of direct damage by 
some casualty insured against under the 
policy. It may also be extended to cover 
full ordinary pay roll. 

Extra Expense Insurance is designed 
to pay the insured for the excess, if any, 
of the total cost during the ‘‘period of res- 
toration” chargeable to the conduct of 
the insured’s business, over and above 
the total cost that would normally have 
been incurred during the same period 
had no fire or other casualty insured 
against under the policy occurred; the 
cost in each case to include expense of 
using other property, or facilities of 
other concerns, or other necessary emer- 
gency expenses. It does not cover loss of 
income, extra expense in excess of that 
necessary to continue as nearly as prac- 
ticable the normal conduct of the in- 
sured’s business, nor does it cover the 
cost of repairing or replacing the dam- 








TT Se: FEBRUARY 1952 





66 











aged or destroyed property except such 
cost in excess of normal cost as is neces- 
sarily incurred to reduce the amount of 
extra —. 

i 


The difference. between these two is 
apparent, although there is some cover- 
age common to both. To illustrate the 
— necessary to draw the distinction 

etween them, the forms of the Boston 
Manufacturers Mutual 
Company will be used. 

Use and Occupancy has the more uni- 
versal application in that it applies to 
any business-manufacturing, mercantile 
or service. No business can operate with- 
out fixed charges and no business oper- 
ates long unless it can earn enough to 
cover its fixed charges and a profit as 
well. It is these prospective earnings 
which are insured under a Use and Oc- 
cupancy policy. 

It is written under a number of forms. 
The original, first written nearly three 
quarters of a century ago, was a valued 
form providing recovery of a stated sum 
per day for full interruption and propor- 
tionate amounts for partial interruption. 
That form is rarely used to-day. Fluctu- 
ating earnings of present day business 
require greater flexibility. 

Use and Occupancy forms in general 
use provide for settlement on an actual 
loss basis and those involving fixed 
charges and profits are written with or 
without per diem limit, with varying 
methods of premium calculation and co- 
insurance. They may also cover full or- 
dinary pay roll. 

General conditions and limitations, 
common to all time element forms, are: 

The Policy covers Use and Occupancy 
loss: 


Fire Insurance 


1. Computed from the time of the casu- 
alty to the time when with due dili- 
gence and dispatch the property could 
be repaired or replaced and normal 
production and business operations 
restored, not limited by the day of 
expiration named in the policy; 

2. For such additional time as may be re- 

quired with the exercise of due dili- 





gence and dispatch to restore stock 
in process to the same state of manu- 
facture in which it stood at the time 
of interruption; 

. From actual curtailment of produc- 
tion or other suspension of business 
operations resulting from inability to 
procure suitable raw materials and 
supplies to replace similar materials 
and supplies damaged or destroyed, 
but is limited to that period for which 
the damaged or destroyed raw mate- 
rials and supplies would have sup- 
plied production needs; 

. From actual curtailment of produc- 
tion or other suspension of business 
operations resulting from the order 
of civil authority prohibiting access 
to the premises during the period of 
time, not exceeding two weeks, while 
access to the premises is prohibited, 
when such order is given as a direct 
result of fire or other casualty named 
in the policy, in the premises or in the 
vicinity provided the fire or other cas- 
ualty did not originate from any of 
the perils specifically excluded. 

The Policy does not cover: 


. Loss on account of delay occasioned 
by any law or ordinance regulating 
building construction or repair, or 
compensation for any other indirect 
or consequential loss; 

. Loss resulting from damage caused by 
electrical current artificially gener- 
ated unless fire ensues (electrical arc- 
ing itself is not a fire within the in- 
tent or meaning of this policy), but 
does cover the Use and Occupancy 
loss resulting from that part of the 
damage which is done by fire; 

. Loss resulting from damage to fin- 
ished product nor for the time re- 
quired for its ee 

i. Loss caused by damage to, or destruc- 
tion of, the described property re- 
sulting from flood or from the re- 
lease of water impounded by a dam, 
regardless of cause, whether or not 
wind is a contributing factor. How- 
ever, liability is assumed for loss re- 
sulting from damage by fire, by 
sprinkler leakage as defined and lim- 
ited by the terms of the Sprinkler 
Leakage Clause, or by explosion as 
defined and limited by the terms of 
the Explosion Clause, resulting from 
flood or the release of impounded 
water. “Flood” includes, but is not 
limited to, tidal wave, high water or 
overflow, whether driven by wind or 
not. 


No attempt will be made to give a de- 
tailed analysis of all forms which also 
include, among others, Contingent Use 
and Occupancy, Rental Value, Loss of 
Commissions and Profits, Leasehold In- 
terests, Off-Premises Power, and Demo- 
lition. Two forms, however, are of more 
than passing interest, one a reporting 
form under which the final premium is 


based on actual Use and Occupancy val- 
ues determined at the end of the period 
for which that premium is to be charged ; 
and the other a gross earnings form. 


PROVISIONAL PREMIUM FORMS 

The distinctive feature of the Provi- 
sional Premium reporting form is the 
method of reporting and of premium 
computation. As of the commencement 
date of the policy the insured files state- 
ments of the estimated Use and Occu- 
pancy Values, Fixed Charges and Profits, 
and, if ordinary pay roll is to be covered, 
the estimated ordinary pay roll for the 
same period, with similar reports peri- 
odically thereafter. The insured also files 


RELATED READING 


Salient Points about Fire and 
“U&O” Insurance Coverage 


By C. L. Alexander 


THE CONTROLLER 
March 1944 
page 117 


“Repair or Replace” Insurance 
By Marshall B. Dalton 


THE CONTROLLER 
January 1948 


statements of actual earned fixed charges 
and profit, and actual ordinary pay roll 
(if insured) for the same period next 
preceding. The provisional limit of cov- 
erage of fixed charges and profit in the 
policy is the estimated! amount to which 
reference has just been made. 

A Provisional Premium is paid based 
on 80% of the estimate of the Use and 
Occupancy Insurance and 100% of the 
pay roll. Actual premium for the liabil- 
ity assumed is determined at the termi- 
nation of the policy. 

With respect to fixed charges and 
profits, 20% is deducted from the actual 
fixed charges and profits for 12 months. 
This adjustment, to produce the final 
Use and Occupancy value on which the 
premium is charged, contemplates that, 
in the event of a serious interruption, 
20% of the Use and Occupancy eh be 
noncontinuing. Thus under this form there 
is always a cushion of 25% over the Use 
and Occupancy value charged for, to take 
care of an inadequate estimate which might 
arise through the fluctuating operations 
of a given year. This reporting form, 
with its provision for premium adjust- 
ment on actual values rather than esti- 
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mates, has proven the most popular of 
the time-element forms we write. 


GROSS EARNINGS FORMS 


For some little time there has been an 
increasing interest in so-called Gross 
Earnings Use and Occupancy Insurance. 
For manufacturing locations Gross Earn- 
ings are defined as net sales value of 
production through the use of the prop- 
erty insured less the cost of all raw stoc 
materials and supplies utilized in such 
production plus all other earnings de- 
rived from the operation of the business. 

For mercantile or other nonmanufactur- 
ing locations, Gross Earnings are define” 
the total net sales less cost of m 
dise sold and less cost of mater... 
supplies consumed in the operations Gr 
service rendered by the insured plus all 
other earnings derived from the oper- 
ation of the business. 

Gross Earnings Use and Occupancy 
Insurance is written either on an adjust- 
able or a nonadjustable form. If on the 
nonadjustable form, reports of antici- 
pated gross earnings are required semi- 
annually with 80% coinsurance applying 
automatically if the report is not filed 
within 30 days after the required date. 

You will have noted that there is, in 
all of the Use and Occupancy forms 
cited, a provision for recovery of extra 
expense to reduce loss but only to the 
extent that such extra expense actually 
does reduce the ultimate loss. While ex- 
tra expense is authorized under the regu- 
lar Use and Occupancy forms to reduce 
loss it is not available to the insured to 
save customers by providing premises 
for continuing production or continuing 
facility for serving customers or clients 
unless this can all be done within the 
limits of the regular Use and Occupancy 
insurance. 

Examples of types of business where 
this is a vital need if the business and its 
earning power are to be maintained un- 
interrupted are: 

Newspapers, Dry Cleaners, Hospitals, 
Bakeries, Oil & Gas distributors, Banks, 
Power Plants, Bottling plants, Milk 
processing. It is for these and others with 
similar problems that Extra Expense In- 
surance 1s necessary. 


’ 


TERMS DEFINED 

The term “Extra Expense” as used in 
the form is defined as ‘the excess, if any, 
of the total cost during the ‘period of 
restoration’ chargeable to the conduct 
of the insured’s business over and above 
the total cost that would normally have 
been incurred to conduct the business 
during the same period had no fire or 
other casualty insured against (herein) 
occurred ; the cost in each case to include 
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expense of using other property or facil- 
ities of other concerns, or other neces- 
sary emergency expense s. In no event, 
however, shall this company be liable 
under this policy for loss of income, nor 
for extra expense in excess of that nec- 
essary to continue as nearly as practicable 
the normal conduct of the insured’s busi- 
ness, nor for the cost of repairing or re- 
placing any of the described property that 
has been damaged or destroyed by fire or 
other casualty insured against, except 
cost in excess of the normal cost of such 
repairs or replacement necessarily in- 
curred for the purpose of reducing the 
total amount of extra expense; liability 
for such excess cost, however, shall not 
exceed the amount by which the total 
extra expense otherwise payable under 
this policy is reduced 

The term “Normal” means “the con- 
dition that would have existed had no 


fire or other casualty herein insured 


against occurred 
The word 
tive days. 


month’ means 30 consecu- 


The term ‘‘Period of restoration” means 
“that period commencing with the day of 
the casualty to the time when with ordi- 
nary diligence and dispatch, the property 
could be repaired or replaced and normal 
production or business operations re- 
stored. 


FLEXIBLE LIMITS OF LIABILITY 

Extra Expense Insurance is written on 
a daily indemnity basis or with variable 
monthly limits of liability. Extra Expense 
is likely, for example to be relatively 
heavier during the first month or two of 
interruption because of such things as 
cleaning and equipping temporary prem- 
ises, Moving, extra advertising and print- 
ing and the like. Extra Expense also tends 
to become proportionately less as time goes 
on because the damaged premises are grad- 
ually being restored and made suitable for 
partial operation. The variable monthly 
limit method offers the flexibility neces- 
sary to meet such a situation. 

When facilities and other conditions are 
such that lost production cannot be made 





EASTERN CONTROLLERS PARLEY SET FOR ASBURY PARK IN APRIL 


1952 Eastern Conference 
Institute, which will be 
sponsored by the Newark Control on April 
0-22 at the Berkeley-Carteret Hotel in 
Asbury Park, N. J., were being discussed 
when the photographer arrived to take the 
group picture above. Seated, left to right: 


Kare R. Tatitau, (Wilbur B. Driver 
Company), Chairman of the Registration 
Percy L. Procter, (€ 0-0p- 
erative Industries, Inc F 
Program and § Hospitality Com- 
mittee F. G. HawTHORNE, (Weston 
Electrical Instrument Corporation), Gen- 
eral C/ Oscar A. Zeitz, (Hoff 
mann-La Roche, Inc.), ¢ ecre 
tary; and OLiIveR A. GOTTSCHALK, (Le- 
high Warchouse & Transportation Co.), 
Housing Chairn Standing, left to right 


GEorGE V. ForRTUNE, (American For 
eign Insurance Association ) , Ivter-Control 
ty } 


Attendance Chair Cor President 


Plans for the 
of Controllers 


Committee 
), Chairman of the 


kers 
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Ropert L. Dickson, (Walter Kidde & 
Co., Inc.) ; Control Director E. L. Wor- 
FOLK, (International Projector Corpora- 
tion); Victor GLASSER, JR., (National 
State Bank), Chairman of the Finance 
Committee; and H. J. CONKLIN, (Hahne 
& Company), member of the Program 
Committee. 


Others active in the Conference plans, 
but not present when this photograph was 
taken, include GrEorGeE E. HALLETT, 
(Tung-Sol Electric Inc.), General Vice 
Grecory J. Operst, (Elastic 
Stop Nut Corporation), Chairman of the 
Arrangements Committee; L. GARD WIG- 
GINS, (The Maltine Company ), Evtertaim- 
ment Committee Chairman; Frep R. SuL- 
LIVAN, (Monroe Calculating Machine 
Co.), Chairman of the Publicity Commit- 
tee; and WALTER A. HAMILTON, (Inter- 
chemical Corporation), Reception Com- 

oe ( hairman 


+) 
Chairman; 
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up, Use and Occupancy insurance is 
needed. 

Extra Expense insurance is needed 
wherever the business is of such a nature 
that continuance of its Operation is essen- 
tial, regardless of cost, and other facilities 
can be made available for conduct of the 
business. In such cases the expense almost 
always will exceed appreciably the amount 
that could be collected under the addi- 
tional expense provision of the regular 
Use and Occupancy policy. 

Extra Expense insurance may also be 
used as a less costly method of purchasing 
Use and Occupancy where duplicate facili- 
ties, with sufficient excess capacity, are 
available for making up production, such 
as a group of laundries or soft drink bot- 
tling plants within reasonable geographic 
limits. In such cases the amount of Extra 
Expense insurance would be appreciably 
less than would the amount of regular 
Use and Occupancy. 


COMBINED COVERAGE 

Under certain conditions, both Use and 
Occupancy and Extra Expense insurance 
may be needed. A simple and clear-cut ex- 
ample of this is a newspaper publishing 
property that obtains an important part of 
its income from job printing. Efforts would 
be made to continue the regular issues of 
the newspaper regardless of cost. Such 
would not necessarily be true of the job 
printing. 

Both Use and Occupancy and Extra Ex- 
pense insurance are likely to be needed by 
large publishing houses such as those print- 
ing parts of each issue of certain national 
magazines. In the event of a relatively 
short interruption there may be no oppor- 
tunity to obtain suitable substitute facili- 
ties even at large expense. They sustain a 
heavy Use and Occupancy loss as the issue 
would be sold in short supply or one of the 
other publishing houses would make up 
the deficit. If the interruption were of ex- 
tended duration the publisher would ar- 
range for the use of other facilities to 
maintain his position and Extra Expense 
insurance would be needed. 

These are typical of situations where 
Extra Expense insurance is indicated. The 
needs of each insured must be surveyed 
carefully, however, and coverage devel- 
oped to fit those needs best. No rigid rules 
are practicable. 


SPECIFIC CASES CITED 

The specific examples which follow will 
make clear the difference between Use and 
Occupancy and Extra Expense insurance. 

The first case is one in which a fire dam- 
aged roofing, siding, steel purlins, trusses 
and columns; and destroyed or badly dam- 
aged all automatic roof ventilators. Electric 
wiring, steam, heat and water pipes were 
involved, Machinery and other equipment 
was damaged. The loss worked out as 
tollows: 


(Continued on page 94) 
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30 HOMES DE 


~»» An American Firm 


Faces Liability « « « 


_——- normal working day for an American 
firm operating in the Pacific... Then a shat- 
tering explosion! 

In a few terrifying seconds 30 homes are torn 
apart — more than 100 persons injured .. . Valu- 
able properties, blown sky-high as assets, fall as 
liabilities. Claim mounts upon claim. . . . 

Did the American firm fall apart, too —as a 
result? No! Fortunately it had Comprehensive 
General Liability Insurance obtained through 
American Foreign Insurance Association. All claims 


were investigated — all just claims settled and 


paid. The firm moved forward—strong as ever. 

This case suggests the bed-rock necessity of 
liability insurance for American firms abroad. 
Since liability laws vary—and damage awards are 
levied in conformity with local laws— it’s vital to 
have an expert recommend the exact protection 
needed. That’s another AFIA strong-point! AFIA 
knows laws and requirements in practically all 
parts of the world—cean protect your interests, 
whatever they be, wherever located. 

Have your agent or broker consult AFIA for full 
information on any specific risk! 


AMERICAN FOREIGN INSURANCE ASSOCIATION 


161 WILLIAM STREET « 


NEW YORK 238. NEW YORK 


CHICAGO OFFICE: INSURANCE EXCHANGE BUILDING, 175 WEST JACKSON BLYVD., CHICAGO 4, ILLINOIS 
SAN FRANCISCO OFFICE; MILLS BUILDING, 220 BUSH STREET, SAN FRANCISCO 4, CALIFORNIA 
WASHINGTON OFFICE: WOODWARD BUILDING, 733 15th STREET, N. W., WASHINGTON 5, D. C. 


AN ASSOCIATION OF 26 AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 











YOUR ANNUAL REPORT— 





Tombstone or Evidence of Life? 


Robert Orlorne Baker 


VEN A CURSORY EXAMINATION of a 
E year’s output of annual reports leaves 
one astonished and amazed at the “‘dead’’ 
appearance of many of them. Like tomb- 
stones, they recite the vital statistics: Took 
in so much—paid out so much—got left so 
much, And by implication most annual re- 
ports express the fervent prayer: May we 
rest in peace. 

Makers of annual reports forget, seem- 
ingly, that what is the usual and common- 
place to them may be (and generally is) 
the unusual and important point to the 
other fellow. 

There is the story of the small-town 
hardware store owner and a batch of lawn 
mowers he desperately wanted to sell. The 
store owner asked a newspaper ad sales- 
man to prepare an advertisement featuring 
these lawn mowers. 

When the copy was presented to the pro- 
prietor for approval, one line—in big black 
type—proclaimed: each mower comes to 
you oiled, sharpened, and ready to use. 

“But,” protested the store owner, “‘all 
lawn mowers come that way.” 

“Sure, sure, you know it,” retorted the 
ad man, ‘but your customers don't.” 

Teachers of marketing and advertising 
continually remind their students: Don't 
be afraid of the obvious. You may know 
all about the merits of your product. But 
do your customers? The story may be an 
old and familiar one to you: to your next 
door neighbor, it may be new and interest- 
ing. 

Report makers need the same reminder. 


DR. ROBERT OSBORNE BAKER, associate professor of 
Business Administration at Northwestern State College, 
Natchitoches, Louisiana, spends his summer vacations work- 
ing for a Kansas City, Missouri, business firm to keep in touch 
with actual business trends and problems and has an over- 
flowing library which includes many annual reports. He is 
no “ivory tower” educator for his experience previcus to his 
classroom work includes a corporate controllership and the 
post of bursar for a university. He is a member of Controllers 
Institute of America and the new Shreveport chapter NACA. 


THE CONTROLLER............... 


GET DOWN TO BRASS TACKS 


A business concern receives its income 
from selling specific products, usually un- 
der a brand name. The report reader, who- 
ever he may be, ought to be as interested 
in what brought in the income as in hou 
much was brought in. No wonder the ordi- 
nary stockholder or reader finds the annua! 
report uninteresting and unintelligible. 

Too few companies make any real effort 
to inform the reader in specific terms what 
the company manufactures or sells, or what 
services it renders. Many of the current 
reports leave it to the readers’ intuition and 
imagination to figure out what the com- 
pany does “‘to earn its bread and butter.” 

In a recent issue of THE CONTROLLER, 
the editor comments on a report's ‘'guess- 
ing” game: 


“The extreme case is typified by a 
report we received recently from a 
company making automotive parts 
(we happen to know). At no place 
in the report is it possible to discern 
what the company makes, nor is the 
corporate title such as to give any 
clue.”” (Current Comment—Novem- 
ber 1951) 


The annual report cited may be extreme 
but that type of report is far too common. 
Fully one half of the reports examined 
during the past year would fall in a 
“vague”’ or “guess” classification. Such ret- 
icence on the part of these companies to 
identify their business operations in terms 
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of brand name, kind of product, or service 
leads to four possible conclusions: 


1. Management officials just ‘don't give 
a whoop” whether anyone knows what 
the company produces or sells. 

2. Management officials are ashamed of 
the articles produced (or services ren- 
dered) by the company and desire to 
keep the information confidential. 

3. The company is engaged in some top- 

drawer military secret work. 

Management officials believe that every- 

body knows all about the company’s 

products or services. 


If management officials actually feel that 
everyone knows all about the company’s 
products, they are wrong—dead wrong. I 
don’t and I still don’t know what many 
companies, whose annual reports cross my 
desk, do to ‘make their living.” I would 
like to wager with a few corporation presi- 
dents that a considerable percentage of 
their stockholders could not name 50 per 
cent of their products by brand and arti- 
cle. In a rasher moment, I might extend 
that bet to include their factory employes. 
THE CUSTOMER ON THE DOORSTEP 

Most top corporate executives are mar- 
keting and merchandising conscious. How- 


ever, too many have suffered severe mental 
aberrations in the case of annual reports. 


(Continued on page 90) 





Current Trends in Annual Reports: 


A Comparative Analysis 


Samuel E. MacArthur 


The trend in simplification of financial information. sub 
mitted in annual reports, gained momentum in 1951. Thi 
conclusion was drawn from a comparison of the informa- 
tion submitted in both 1950 and 1951 by 157 companies (an 
original reporting on these companies was made in THI 
CONTROLLER for February 1951) and an additional 54 com- 
panies for 1951 only. The following tabulation shows the 
percentage of companies using new methods of presentation 


Per cent of 


157 Comp 
1951 





ies Comparison 
1950 


211 Comp 
for 1951 
HEADINGS CHANGED: 

Surplus to ‘Shareholder or 
Stockholder Equity’ on 
Balance Sheet 

Profit and Loss Statement 
to ‘Statement of Income” 

Surplus Statement to ‘'State- 
ment of Retained Earn- 
ings” 

FINANCIAL STATEMENTS: 

Two (2) year financial cone- 
parisons—current year 
first on financial state- 
ments 

Pennies omitted 

Patents and/or Goodwill 
None shown 
$1 
More than $1 

Taxes on Income shown as 
a regular cost item (Gross 
income before tax not 
shown) 

Excess Profits Tax shown as 
separate item 

Combined the “Statement of 
Income” and ‘Statement 
of Retained Earnings’’ as 
‘Statement of Income and 
Retained Earnings” 


GENERAL: 

Report was for both Stock- 
holder and Employee 

Highlights shown 
Current Year Only 
Current and Prior Year 
General location—Page 2 

Statistics shown 

Indicated by picture and/or 
explanation their prod- 
ucts or services 


Since approximately half of the compantes gave financial 
statistics in other than the President's letter, this tabulation 
shows how the information was presented. The following 
percentages are expressed on those showing statistics ( Note: 
Some of the original group reported on last February 
dropped their separate statistical reporting. ): 

Per cent of 
Original Group 
100 
for 1951 for 1951 for 1950 
Less than 5 years 1.0 3.7 17.8 
5 years but less than 10 years 22.0 21.0 ye 
10 years 61.0 61.7 43.3 
More than 10 years 13.0 13.6 17.8 
Selected items only 84.0 84.0 84.4 
Dollars only 80.0 77.8 77.8 
000's of dollars 15.0 16.0 10.0 
Years down left hand side 37.0 38.3 32.2 


COMMENTS: 

The popularity of the use of other than a heading of “Profit 
and Loss Statement”’ and the substitution of “Retained Earnings” 
for ‘‘Surplus’’ is outstanding. There is no doubt that, with the 
increasing use of comparison financial statements and the size of 
the amounts reported, pennies should be eliminated ; further, the 
value of showing the customary $1 for Patents and/or Goodwill 
is certainly questionable, because it appears to a layman as ridicu- 
lous, when compared with other amounts on the balance sheet. 

More companies are including highlights for the current year 
separate from the President's letter and showing for comparison 
the highlights of the prior year. This quick review is shown near 
the front of the report and undoubtedly serves two purposes: for 
those who would normally read little of the report it offers basic 
information ; and for the partially interested it can possibly stim- 
ulate sufficient interest to have them go further into the report. 

Most companies gave some information on products or serv- 
ices. The greatest number included pictures of their products 


SAMUEL E. MACARTHUR, controller 
of Federal-Mogul Corporation and 
president of the Detroit Control of 
Controllers Institute, graduated in 
1935 from Drake University (B.S.C.) 
and joined U. S. Gypsum Company. 
Here he held positions as cost account- 
ant, traveling auditor, office manager, 
raw materials buyer and priorities 
manager. In 1942 he joined his pres- 
ent company as assistant controller. 
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Toward Industrial Peace 
A progressive and productive union-management rela- 

tionship in the steel industry is analyzed in a case study on 
the Causes of Industrial Peace under Collective Bargaining 
issued by the National Planning Association. The compre- 
hensive report shows how the Minnequa Plant of the Colo- 
rado Fuel and Iron Corporation at Pueblo, Colorado, and 
two locals of the United Steelworkers of America (CIO) 
have overcome a number of problems facing many com- 
panies in the steel industry. 

The nine-year relationship between the largest steel pro- 
ducer west of the Mississippi and the Steelworkers Union 
has been marked, it is stated, by a continuous and conscien- 
tious effort by management and union to improve the tech- 
niques of scientific and objective bargaining. With a steady 
increase in joint union-management solution of a wide va- 
riety of problems affecting employment relations, the com- 
pany, the union, the workers, and the general public have 
gained, the report points out. 

Basic “internal’’ factors which appear to be present wher- 
ever industrial peace has been achieved under collective bar- 
gaining by labor and management, according to the Na- 
tional Planning Association, are as follows: 

1. There is full acceptance by management of the collective 
bargaining process and of unionism as an institution. The 
company considers strong unions an asset to manage- 
ment. 





“Please! Would you mind not wearing that dress around here?” 
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2. The unions fully accept private ownership and operation 
of the industry; they recognize that the welfare of their 
members depends upon the successful operation of the 
business. 

3. The unions are strong, responsible, and democratic. 

4. The company stays out of the unions’ internal affairs; it 
does not seek to alienate the workers’ allegiance to their 
unions. 

. Mutual trust and confidence exist between the parties. 
There have been no serious ideological incompatibilities. 

6. Neither party to bargaining has adopted a legalistic 
approach to the solution of problems in the relationship. 

7. Negotiations are “problem centered’’—more time is 
spent on day-to-day problems than on defining abstract 
principles. 

8. There is widespread union-management consultation and 

highly developed information-sharing. 


wr 


Pointers for Financial Executives 


T. F. Bradshaw, research director of Controllership Foun- 
dation and associate professor at Harvard Graduate School 
of Business Administration, in a recent discussion of ‘The 
Place and Status of the Financial Executive Today,’ empha- 
sized five points the financial executive must recognize so 
that he may take full advantage of the “turn in the tide’’ in 
the affairs of financial executives. 

Dr. Bradshaw, addressing the Finance Conference of the 
American Management Association, listed these points: 

First, recognize this management revolution in all its im- 
plications. 

Second, realize that the developments of financial manage- 
ment over the past two decades have prepared him, better 
than any other officer, to provide the president with the 
planning and control tools he needs. 

Third, broaden himself to increase his knowledge of the 
objectives of the whole company and the interrelationships 
of the parts. 

Fourth, reorganize his department to free himself from 
the detail of routine accounting, tax work and government 
reporting. 

Finally, staff his organization with young men of broad 
management potential who can grow to meet the ever-in- 
creasing demands of management for a figure partner. 


Light from another “Star of Bethlehem” 


Not too many weeks ago, in keeping with the annual cus- 
tom, we noted references to the Christmas season’s “Star of 
Bethlehem.” Reviewing a recent paper on penny-elimina- 
tion accounting, we were interested to learn that this “new 
light’’ on maintenance of accounting records came from an- 
other star of Bethlehem: The Bethlehem Steel Company, 
which is believed to have started ‘‘cents-less accounting” in 
1927. Although it has had considerable acceptance in the 
intervening quarter-century, most of the acceptance has come 
within the past decade or less. In an early issue of THE CoN- 
TROLLER we plan to carry a manuscript on this subject. 

—PAUL HAASE 





Maybe... 
you could be 
saving dollars instead 


Ir you are now duplicating information by hand or machine—and are 
convinced that your present routines are “most economical” — you really 
owe it to yourself to investigate Recordak microfilming. 

Thousands of companies—in 65 different types of business—have done 
so... much to their surprise. For they found that they could immediately 
slice costs which had been only scraped lightly by previous streamlining. 





Write for a free copy of “50 Billion Records Can’t Be Wrong.” It suggests 
systems’ short cuts ... shows how Recordak microfilming photographs 
documents instantaneously, for a fraction of a cent apiece; also describes the 
line of Recordak Microfilmers now offered on an attractive purchase or rental 
basis. Recordak Corporation (Subsidiary of Eastman Kodak Company), 

144 Madison Ave., New York 22, N. Y. 


Typical example: For years retail stores looked for in- 
creased speed and accuracy in billing “charge” customers 
cutting costs bit by bit. Now, with Recordak microfilming, 
they photograph sales checks and make them part of the 
bill—which .. . cuts billing machine requirements 75% . . 
increases accuracy ... reduces customer misunderstandings, 


SRE CORDEK 


(Subsidiary of East Kodak Comp 
originator of modern uinatiateaanl 
its application to accounting routines 
“Recordak” is a trade-mark 








“Earnings and Profits” in Federal Income Taxation 


(Continued from page 64) 


Stock dividends. The Code provides 
that dividends which do not constitute tax- 
able income to the distributees shall not be 
considered a charge to earnings and 
profits. The best known distribution of 
this type is a stock dividend. In Table I, 
therefore, the stock dividend is not an ad- 
justment in the earnings and profits col- 
umn. 

Contributions. The Regulations are si- 
lent on whether any excess contributions 
over the amount allowable as a deduction 
from income on the tax return should re- 
duce earnings and profits; neither is there 
any Court decision on the subject. It 
would seem, however, that the same mo- 
tives which impelled the limitation in the 
amount of contributions allowable as a de- 
duction in taxable net income would apply 
with equal force to the computation of 
earnings and profits. In the Table the ex- 
cess contributions have not been used as an 
adjustment to earnings and profits. 

Federal income and excess profits taxes. 
The Federal income and excess profits 
taxes for the taxable year reduce earnings 
and profits. In the Table, the amount en- 
pened 5 the Earnings and Profits column 
represents the actual taxes, while the 
amount in Schedule M of Form 1120 is 
the amount accrued on the books. The 
difference is carried to the balancing col- 
umn. 

Income taxes of foreign countries 
claimed as a credit in item 36, P. 1, of the 
income tax return. Inasmuch as this is an 
elective credit, the alternative being to 
claim such taxes as a deduction from in- 
come, it would seem that such taxes 
should reduce earnings and profits. 

Insurance premiums paid on the life of 
an employe where the corporation is bene- 
ficiary. Although such income is specifi- 
cally exempted from normal and surtax, 
the better view seems to be that it should 
increase earnings and profits. Its exclusion 
from taxable income is arbitrary, based on 
the fact that premiums paid on such a 
policy are unallowable deductions. How- 
ever, as amounts received by the benefici- 
ary corporation are certainly available for 
distribution to the stockholders, there 
seems to be no valid reason why they 
should not increase earnings and profits. 


TABLE I! 


Earnings & 
Profits of 
the period 


Period 
Prior to March 1, 1913 
10 months ended Dec. 31, 1913 
1914 
1915 
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$100,000 
100,000 


Unallowable interest incurred in pur- 
chasing exempt interest obligations. As 
the interest income on such obligations is 
included in earnings and profits, the in- 
terest incurred on loans to acquire them 
should reduce earnings and profits. 

Excess of capital losses over capital 
gains, The separate treatment of capital 
gains and losses in the computation of tax- 
able income is purely arbitrary. Insofar as 
earnings and profits are concerned, they 
should be included. 

Retirement of capital stock issued as a 
stock dividend, A situation can easily be 
imagined where a nontaxable stock divi- 


CURRENT TAX ASPECTS 
OF CONTROLLERSHIP 


a new booklet recently published by 
Controllers Institute incorporates pa- 
pers from the 1951 Annual Meeting. 
The impact, trends and inequities 
of taxation are discussed by Henry 
Maggiolo, Paul A. Reck, John Mc- 
Farland, Adolph Kalin, Leo Matters- 
dorf, J. A. Clark and Henry Fernald. 
Copies are available at 50 cents each from 
Coatrollers Institute, One East 42nd Street, 
New York 17, N. Y. Add city sales tax if 
order is for New York City delivery 


dend is declared (which does not reduce 
earnings and profits), and shortly there- 
after the stock is redeemed. If this re- 
demption were not considered a taxable 
distribution (and thus a reduction of earn- 
ings and profits) it could easily be a device 
for circumventing the tax on dividends. 
Section 115 of the Code provides that 
where any distribution is made in such cir- 
cumstances as to be essentially equivalent 
to a dividend, it shall be so treated. There 
has been a series of cor ° ting cases deal- 
ing with the subject o! redemption of 
stock which had beer reviously issued 
as a tax-free stock civ lend. The first of 
these held that the earnings and profits 
were not reduced by the redemption. Later 
cases disagreed, however, aa the trend 


Earnings & Profits 
accumulated prior accumulated since 
to March 11,1913 February 28, 1913 
$100,000 — 
None None 
None $100,000 
None 200,000 


Earnings & Profits 
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seems to be toward considering such re- 
demptions to be out of earnings and 
profits, because of the loophole which the 
contrary principle provides. 

Adjustments to taxable net income by 
the Treasury Department. Invariably in 
large corporations the tax returns are ex- 
amined by the Treasury Department, and 
just as invariably the taxable net income 
is changed, usually upward. In such event 
the earnings and profits are correspond- 
ingly adjusted unless one or more of the 
items changed is of a character that will 
not affect earnings and profits, similar to 
those outlined above. 


Accumulated Earnings and Profits 


Once the earnings and profits for each 
of the years has been determined, it is nec- 
essary to accumulate them. 

With respect to the accumulation of 
earnings and profits subsequent to March 
1, 1913, Table I shows a method of ac- 
complishing this by accumulating each 
year currently. 

There are several important rules to be 
taken into account: 


1. A deficit in earnings and profits can 
only be created by an operating deficit,- 
never by the fact that a distribution ex- 
ceeds the available earnings and profits. 
The reason for this is that if a distribution 
exceeds the amount available in earnings 
and profits, the excess is taken from an- 
other source, such as pre-1913 earnings 
and profits or realization of appreciation. 

2. A cumulative operating deficit at the 
beginning of any year cannot be absorbed 
until there are earnings and profits in a 
subsequent year exceeding the amounts 
distributed. This is because of the provi- 
sion requiring that all distributions be 
first charged against the earnings and 
profits of the taxable year. In other words, 
the earnings and profits of the taxable 
year are available for dividends, despite 
the fact that there is an accumulated op- 
erating deficit. 

3. Where a corporation had accumu- 
lated earnings and profits on March 1, 
1913 and subsequently had operating 
losses, the post-1913 losses must be 
charged against the March 1, 1913 earn- 
ings and profits before they will be per- 
mitted to reduce a subsequent accumula- 
tion of earnings and profits. 

For example, a corporation had accumu- 
lated earnings at March 1, 1913 of $100,- 
000. In the last 10 months of 1913 it had 
an operating deficit of $100,000 and in 
1914 and 1915 it had earnings and profits 
of $100,000 each. Its earnings and profits 
accumulated since February 28, 1913 are 
$200,000, computed as shown on Table 
II (left). 








Earnings and Profits Prior to March 1, 1913 
Insofar as the period prior to March 1, 


1913 is concerned, the earnings and | 


profits for the individual years are of 
course not subject to the same rules as 
have been described for subsequent years, 
as the tax law was not then in existence. 
If the corporation has a long corporate 
history extending back many years prior to 
1913, a re-examination of the Surplus ac- 
count back to its incorporation can be a 
stupendous, if not downright impossible, 
task. The inaccessibility of records, the re- 
construction of long-forgotten and ex- 
tremely complex transactions, mastering a 
system of accounting of a bygone era, 
could pose staggering problems. During 
the earlier era of bookkeeping, without 
guidance of auditors and regulating bod- 
ies, corporate surplus was no doubt com- 
posed of many things other than what a 


strict accounting of earnings and profits’ | 
would place there today. Nevertheless, as | 
a practical measure, it would be in many 

cases a physical impossibility to establish | 
any other Surplus figure than that appear- | 


ing on the books, and its integrity would 
have to be taken for granted. 


Where it is possible to make a detailed | 


and correct statement of earnings and 


profits mo to March 1, 1913, in the ab- | 
any standards such as the income | 
tax law created thereafter, the ordinary | 


sence 0 


accounting treatment accorded to the vari- 


ous transactions by the corporation would | 
have to guide the inclusion in or exclusion | 


from earnings and profits. 


Increase in Value of Property 
Accruing Prior to March 1, 1913 

The importance of this computation has 
already been touched upon. Any distribu- 
tions made from this source, although they 


reduce the basis of the stock in the hands | 


of the stockholder, are fully nontaxable 
after the basis has been exceeded. 
The Tax Court holds that any distribu- 


tions out of increase in value of property | 


accruing prior to 1913 are not subject 
either to ordinary income tax or capital 


gain tax. The Treasury in its recommenda- | 
tions to Congress in connection with the | 


Revenue Act of 1950, sought, without suc- 
cess, to have Congress write a provision 
into the Code expressly permitting the 
taxation of such excess. 


A further question arises as to whether | 


the exemption from taxation of the in- 


crease in value of property accruing prior | 


to 1913 applies only after the increase is 
realized, or whether it would apply to un- 
realized appreciation. Viewed from the 


standpoint of accounting theory, unreal- | 


ized appreciation would not provide a 


basis for corporate distributions. It would | 
simply be a revaluation reserve which | 
might never be realized. Such appreciation | 


is realized in a number of ways; such as 


sale of the property, extraction of re- | 


valued minerals, or use of depreciable 


(Continued on page 76) ' 
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MANAGEMENT PLANNING 
FOR 


CORPORATE TAXES 











Numter Fourteen ina Series 
of ‘Reporls Devoted lo 
“Beller. Management th rough 
Beller Contiollership”” 


a on 400 actual case experiences, this manual on 
preventive tax planning was prepared for the Founda- 
tion by William J. Vatter, professor of accounting at the 
University of Chicago. It is designed to help the smaller 
business organizations which do not have full-time tax 
counsel, as well as those larger firms which are striving to 
make executives and supervisors more tax conscious. Con- 
tents include the following: 

The Problem of Minimizing Corporate Income Taxes. . . Shift- 
ing and postponing for its own sake...Accounting methods, 
procedures and forms. . . Decisions arising at the time of creation 
or liquidation of a corporation. 

Tax Effects and Decision Making. ..Wages and personnel de- 
cisions. . .Sales and credit decisions. . .Financing decisions... 
Fixed asset decisions. . . Decisions concerning the legal form of 
organization. . . Miscellaneous areas. 

Management Attitudes. ..The attitude of indifference. ..The 
philosophy of extravagance. . . The attitude of militant self-inter- 
est. . . Aggressive integration of the tax factor with other business 
factors. 

_ Organization for Tax Administration. . .The place of the pub- 
lic accountants. . .Of the legal department. . .Communication of 
tax information. 


PRICE: $3.00 TO MEMBERS OF CONTROLLERS 
INSTITUTE: $4.00 TO ALL OTHERS 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
ONE EAST FORTY SECOND STREET, NEW YORK 17, N. Y. 











Guaranty Trust Company ae 


of New York 


140 BROADWAY 
FIFTH AVE. AT 44th T MADISON AVE, AT 60th 


ROCKEFELLER PLAZA AT 5Oth ST 











ST y LONDON PARIS 


BRUSSELS 








Condensed Statement of Condition, December 31, 1951 
RESOURCES 


Cash on Hand, in Federal Reserve Bank, 


from Banks and Bankers . . . . 
U.S. Government Obligations . . . 
Loans and Bills Purchased . . . . 
Public Securities 
Stock of Federal ee Bank 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Receivable . 

Real Estate Bonds and Sian 

Bank Premises 

Other Real Estate Ne 
Total Resources 


LIABILITIE 


Capital. ° 
Surplus on . ° 
Undivided Profits . . . ° 

Total Capital Funds . : s 
Deposits . 
Foreign Funds Daten’ rie ° 
Acceptances . . Pe 
Less: Own Aimentos Held for 
Investment 


$ 14,844,050.06 


Dividend Payable January 15, 1952: 
Regular. 
Extra. 


Items in Transit tials Saasiien 
Branches ote 
Reserve for Expenses anit Taxes 24,1 


Other Liabilities. 
Total I iabilities 


- $ 61,013,073.24 
9,000,000.00 
56,523,065.47 
13,486,849.70 


13,644,346.73 
35,039,842.87 


. $100,000,000.00 
200,000,000.00 
77,965,140.53 


19,588,135.84 


3,000,000.00 
2,000,000.00 


558,889.11 


13,911,539.19 


ES 
and Due 


862,777,767.12 
696,004,298.76 
1,384,002,465.10 


aE 





A RRR OAE OAEIR 


188,707,178.01 
4,966,954.59 
15,860. 82 

- $3, 136, 474, 524.40 





ES 


« «. « § 377,965,140.53 
<3 0 2G99;811,616:53 
225,000.00 


744,085.78 





58,288.98 





58, ret 767.34 | 














bi 








J. LUTHER CLEVELAND 


Chairman of the Board 


WILLIAM L 
President Vice-President 


KLEITZ THOMAS P. JERMAN 


DIRECTORS 


Chairman of the Board, 

Juke Power Company 

Fk. W. CHARSKI Chairman, Executive 

Committee, Union Pacific Ratlroad Company 

J. LUTHER CLEVELAND Chairman of the Board 
W. PALEN CONWAY 

CHARLES P. COOPER President, 

The Presbytertan Hospital im the City of New York 

WINTHROP M. CRANE, JI Chairman of the 

Bnard, Crane & Co.. Inc., Dalton, Mas 


STUART M. CROCKER § Chairn 
The ¢ 


GEORGE G. ALLEN 


1 of the Board, 
a Gas System, Inc 
{ Datis Polk Wardwe: 
Sunderland & Kiend 
DUNLAP President 
The Berwind-White Coal Mining Company 
GANO DUNN Prestdent. 
The J. G. White Encineertnz Corporation 
WALTER S. FRANKLIN President, 
The 1} 


Pennsylvania Railroad Campany 


JOHN W. DAVIS 


CHARLES FE 


GAUGLER President, 


imerican Cvanuinid Company 


RAYMOND C. 


LEWIS GAWTRY 

CORNELIUS F. KELLEY Chairman of the Board. 
1naconda Copper Mining Company 
MORRIS W. KELLOGG Sages man of the Board, 
The M . Kellogg Company 
WILLIAM L. KLEITZ President 
CHARLES 8S. MUNSON Chairman of the Board, 
itr Reduction Company, Inc. 

WILLIAM C. POTTER 
GEORGE FE. ROOSEVELT of Roosevelt & Son 
CARROL M. SHANKS President, 
lhe Prudential Insurance Company of America 
EUGENE W. STETSON Chairman, Executive 
Committee, Ulinois Central Railroad Company 
THOMAS J. WATSON  Chatrman of the Board, 
International Business Machines Corporation 
ROBERT W. WOODRUFF Chairman, 


Executive Committee The Coca-Cola Company 





“Earnings and Profits” 
Federal Income Taxation 


inued from page 75) 


properties, whereupon the revaluation re- 
serve 1S Paces. into earned surplus 
(earnings and profits), reserves for deple- 
tion, and so on. These latter are the 
sources from which distributions are 
made, and must have bezn intended by 
Congress to be the ‘increase in value’’ re- 
ferred to in Section 115. 


EFFECT OF TAX-FREE REORGANIZATION 


In 1932 the Second Circuit Court 
handed down a decision® which has be- 
come one of the landmarks of income tax 
history. The case involved a liquidating 
dividend, which was taxable fk 1921 
law to the extent of the corporation's 
earnings and profits. These in turn de- 
pended upon whether in a tax-free reor- 
ganization the earnings and profits of the 
predecessor company became the earnings 
and profits of the successor. The court 


held: 


. . 4 corporate reorganization which re- 
ults in no gain or loss under section (112 
L.R.C.) does not toll the company’s life as a 

yntinued venture under section (115 I.R.C.) 
and... what were ‘earnings or profits’ of 
the original, or subsidiary, company remai in, 
for purposes of distribution, ‘earnings oF 
profits’ of the successor, or parent. 


This doctrine was later followed in nu- 
merous cases, and has now been recognized 
by inclusion in the Regulations. However, 
it is specifically excluded from the compu- 
tation of earnings and profits under the 
Excess Profits Tax. 

As respects dividends, it is difficult to 
believe that the court foresaw in the com- 
paratively simple set of facts presented in 
the Sansome case, all the effects which the 
decision would have. Few large corpora- 
tions in America today are unaffected by 
it, many of them having been established 
long before 1913. The decision opens up 

whole series of almost unanswerable 
questions, such as: 

Do the earnings and profits referred to 
as passing to the transferee include only 
earnings and profits accumulated since 
March 1, 1913, or do they include pre- 
1913 earnings? 

What is the effe ct of unre eahiens appreci- 
ition as of March 1, 1913? 

Where only a portion > the assets were 
transferred, how is the correct proportion 
to be determine d? 

These and similar questions make the 
computation of accumulated earnings and 
profits an octopus with tentacles reaching 
in all directions. The Regulations are not 
of much assistance in answering such 
questions, being written in too general 
terms to permit of easy application. 


*Comm. v. Sansome, 60 Fed. (2d), 931. 
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Be that as it may, it seems necessary to 
include in the earnings and profits of the 
transferee corporation in the year of the 
transfer, a proportion of the earnings and 
profits of the transferor. No doubt the 
Court in the Sansome case had in mind 
only the earnings and profits accumulated 
since March 1, 1913, on which to base 
taxable dividends, but it must be assumed 
until ruled to the contrary, that pre-1913 
earnings—and increases in value accruing 
prior to March 1, 1913—-may also be 
affected. 

Does a transferee in a tax-free reorgani- 
zation acquire a deficit in earnings and 
profits from the predecessor ? A recent case 
has held that it does not. It should be un- 
derstood that what is referred to is an op- 
erating deficit, and not a deficit created by 
a dividend in excess of arnings and 
profits, as discussed above in the section 
dealing with accumulated earnings and 
profits. 


APPLICATION OF EARNINGS AND 
PROFITS TO EXCESS PROFITS TAXES 

The importance of earnings and profits 
for Excess Profits Taxes has declined 
somewhat from its position in the World 
War Il law, because of the inclusion in 
the 1950 law of the alternative asset 
method of computing invested capital, in 
which earnings and profits are not a factor. 
However, to determine which of the three 
bases will yield the highest credit, many 
corporations will find it expedient to de- 
termine their invested capital by the his- 
torical method. 

It has been noted that the earnings and 
profits determined for dividend purposes 
will also be the earnings and profits for 
invested capital purposes, with some ex- 
ceptions. These exceptions have been 
mentioned incidentally in the previous dis- 
cussion, but for convenience will be re- 
capitulated here: 

1. Earnings and profits for invested 
capital purposes form a continuous com- 
pilation from the organization of the com- 
pany; the date of March 1, 1913 has no 
significance at all. 

2. Where depletion and depreciation 
are factors, they are to be based on cost 
rather than on 1913 value. 

3. The Sansome rule does not apply. 


CONCLUSION 

The subject of earnings and profits has 
probably had less attention, and ts less per- 
fectly understood, than any other major 
subdivision of Federal income taxation. 
From the beginning, it has usually in- 
volved the necessity of resurrecting the fi- 
nancial past, which in large corporations 
frightens the most ardent researchers. 

It is the writer's hope that this discus- 
sion of the salient features of the subject 
may help to stimulate a greater interest 
among students of taxation, and thus 
bring it nearer to the position of impor 
tance it deserves. 
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est known trade mark in America 
CAN YOU IDENTIFY IT? 


It can cut labor cost up to 90% 


on your multiple marking! 


The holes you can read are the Cummins trade-mark—and have 
been since 1887 when Cummins perforating originated the fastest 
known method of permanent, ever-legible multiple marking. 
Today, businessmen are learning the amazing cost-cutting that 
Cummins perforating brings. One chain store reports that with a 
$1,000 investment (2 machine unit) Cummins multiple marking 
does the work of five clerks, nets $10,000 yearly payroll savings”. 
If your business validates, approves, dates, receipts, numbers, 
codes or cancels invoices, purchase orders, shipping tickets, 
sales slips, coupons, labels or other internal papers, a Cummins 
Perforator can pay its cost many times over. 

Get the facts today — possibly new to you, but proven for 63 
years. Don’t delay, mail the coupon now. 


IN BUSINESS AND BANKS SINCE 1887 


CUMING ar 


Cummins-Chicago Corp. 


—o eee ee ee SS 
~ Cummins-Chicago Corp. hp / 
» Chicago 40, Ill., Dept. C-22 Res 
, *| want proof and facts. Send me 
Certified Gould Reports on several present users. 


Name 
Company 


ORIGINATORS Address 


PERFORATORS City State 


Clip and Attach to Your Letterhead Today 
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Managerial Evaluation Plans Growing 


The number of companies using formal 
evaluation for managerial positions (super- 
visory and executive) is steadily increas- 
ing, according to the National Industrial 
Conference Board. Of 244 firms surveyed 
by the Board, 123 (or 55%) report having 
managerial evaluation programs. In a pre- 
vious survey (1946), it was found that 
less than one third of the cooperating com- 
panies that used job evaluation were ap- 
plying it to exempt positions. 

The top rates of the companies reporting 
the use of managerial position evaluation 
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@ American retrospec- 
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unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 


property control. 
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in 1950 range from $5,000 to $50,000. 
Thirty-eight of these companies (31%) 
evaluate executive positions at $10,000 or 
higher. 

It is evident, from the number of plans 
with upper limits of $5,000 and $6,000 
that many apply only to the first level of 
factory or office supervision. However, 
judging from the number that cut off at 
$7,000 or higher, a sizable group of com- 
panies extend formal evaluation not only 
to lower management but to the middle 
and upper levels as well, it was reported. 

Various reasons for evaluating mana- 
gerial positions were reported to the Board. 
Sometimes the decision springs from top 
management’s thinking on compensation 
problems. The executives sometimes re- 
gard managerial position evaluation as a 
useful tool of scientific management. Some 
feel it would be a good thing to adopt, 
because it makes for uniformity and ob- 
jectivity, and minimizes partiality in salary 
decisions. 

Sometimes the chief executive of a com- 
pany, confronted with a stack of salary in- 
crease recommendations, finds himself 
wishing he had a yardstick by which he 
could decide which recommendations are 
more deserving and which are less. His 
good judgment tells him they cannot all 
be equally meritorious. Still he does not 
have time to investigate each of them and, 
lacking a yardstick, he has no satisfactory 
basis for not approving all of them. In 
such a situation he is apt to turn to his 
personnel officer for some scheme for ap- 
praising the relative worth of positions. 
The upshot may be a managerial position 
evaluation plan. 

Several companies say managerial evalu- 
ation programs are undertaken because the 
supervisors themselves have requested it. 


WE NOTE WITH INTEREST 


Still another contributing factor to 
wider use of evaluation plans for super- 
visory positions has been the wage and 
salary stabilization schemes both of the 
World War II period and under the De- 
fense Production Act of 1950. 

Of the job evaluation systems currently 
in use in industry, there are four that pre- 
dominate. They are: Ranking, Job Classi- 
fication, Point, and Factor Comparison. 

Evaluation plans of the factor compari- 
son type and the point type are designed 
to analyze and evaluate positions in terms 
of their component factors. There is no 
general agreement, however, on what 
these factors are or how many there should 
be. Some plans employ only three factors, 
others have 15 or even more. 

The study points out that the question 
arises whether to entrust the actual ap- 
praising to a single analyst or to a com- 
mittee of executives. Those who favor one- 
man evaluation claim speed and consist- 
ency as advantages of this method. Pro- 
ponents of the use of evaluation commit- 
tees say that while a committee may take 
longer, its finished plan is much more 
likely to gain acceptance. 

Salary and wage rates are of two kinds, 
the study found: the single rate and the 
rate range. The single rate is in wide use 
for hourly paid production jobs. However, 
the great majority of salaried positions 
have rate ranges, with a minimum rate, a 
maximum rate, and a spread of rates be- 
tween. 

Salary rates for nonsupervisory positions 
usually have maximums which are from 
20% to 35% greater than the correspond- 
ing minimums. This percentage, it was 
stated, tends to increase with the level of 
the position. Consequently, evaluation 
plans for managerial positions often call 
for ranges of 50%, or even more. 


that the December 1951 issue of the Accountants Digest 
carried five articles from issues of THE CONTROLLER: 


Practical Aspects of Internal Control” by Joseph Pelej (Oc- 


tober 1951) 


“Accounting for Employe Meals’ by Theodore Rothman 


(September 1951) 


“Reasonable Pay for Corporate Executive Is Test for Tax De- 


ductions” (July 1951) 


Break-Points of Tax Advantages: Partnership vs Corpora- 


tion” (July 1951) 


‘Family Partnerships Win’? (November 1951) 
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| sam MANAGEMENT AND LABOR are seeking the best 


method of solving the retirement problem. A real 

> measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems 
for a great number of trades and businesses. This ex- 
perience can be invaluable in working out a pension 
plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


Write or call the 
PENSION TRUST DIVISION, 
The National City Bank of New York 
and 
City Bank Farmers Trust Company. 
isk for our Pension Booklet C4. 


WE ACT AS TRUSTEE UNDER 
PENSION AND PROFIT-SHAR- 
ING PLANS AND AS ACENT 
FOR INDIVIDUAL TRUSTEES. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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TAX SHELTERED 
INVESTMENTS 
NOW AVAILABLE 


Noted Authorities Outline New Op- 
portunities for Individuals and 
Corporations to Add to Capital 
and Tax-Free Income to Counter 


Today’s Extreme Tax Load 
NEW YORK, February 1—How a cor- 
poration upped its book value by $550,000 
and increased after tax income by $39,420 
through a simple switch in investments is 
told in “Tax Sheltered Investments,’ a new 
working Manual prepared by tax experts, 
William J. Cassey and J. K. Lasser, and 
released today. 

Another example given by these authori- 
ties is that of an individual investor who 
increased the yield from his investment in 
tax-free municipals from 3% to 6.62% 
without change in the type of securities 
held. 

Oil, Cattle, Real Estate, Stocks, 
Mining Cited as Tax Hedge 

In this unusual Manual, Lasser & Casey 
show the opportunities which exist today 
to build income and capital through care- 
ful selection in 15 major investment fields, 
including municipal and corporate bonds, 
convertible stocks and bonds, life insur- 
ance and annuities, oil, cattle and mining 
ope rations, real estate and many others. 

Today's tax rates place an enormous 
burden on future income and enormously 
enhance the value of capital already accum- 
ulated. Thus, fifty years would be needed 
to recover capital lost in a bad investment 
by a man earning $25,000 a year. Lasser & 
Casey show how successful investment to- 


day is rooted in the two factors—TAX 
SHELTER and SAFETY—and exactly 


how these aims can be obtained through 
specific investments. Included are actual 
figures on typical investments—cost, yield, 


tax savings, long term capital appreciation. 


FREE EXAMINATION NOW 


Tax Sheltered Investments 
pared for clients, but a limited number of 


was pre 


copies are being made available for frec 
examination to executives concerned with 
their own or corporate investments and 
income. Send $12.50 to Business Reports, 
Inc., Dept. TS-22, 225 West 34th Street, 
New York 1, N. Y. You are free to retern 
it within ten days for full refund 
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TEN THOUSAND COMMANDMENTS* 


A Story of the Antitrust Laws 
By Harold Fleming 


Reviewed by DEE DAVIS 
Secretary-Treasurer 
The California Company 


| New Orleans, La. 


This is a story about the antitrust laws 
and the ten thousand “don'ts” for Ameri- 
can business and industry being written by 
our Government officials. 

The book was written for people in 
general, not special groups, such as law- 
yers. The author has done a remarkable 
job of presenting a complex and difficult 
subject in a readable, understandable, con- 
cise, and interesting—even absorbing 
manner. 

This book was needed. The public 
should understand the confusion that 
exists in the interpretation and adminis- 
tration of the antitrust laws and how the 
situation developed. It will clarify and 
bring into focus the issues which have been 
brought to the public’s attention by pub- 
licity about the A&P and other antitrust 
suits. 

A Government official said recently, “If 
we had the money, we could get a ‘cease 
and desist’ order against every business- 
man in the United States who ts engaged 
in interstate commerce.’ Another told a 
Senate investigating committee that “un- 
der... these . decisions it is safe 
to say that we can take orders against 100,- 
000 businessmen.” 

Surprising? The author says it is an 
astonishing yarn.” It is astonishing 
also fantastic, tragic, incredible, and even 
ludicrous The story 1S developed skill- 
fully from the passage of the Sherman Act 
in 1890 to the present ‘heads I win, tails 
’ position enjoyed by the Govern 

ment’s antitrust lawyers 

t is not per se a defense of business 
large, small, individual, partnership, or 
corporate 


you los« 


or of spec ific business methods, 
practices Or organization. Rather, it is a 
condemnation of present day attacks and 
treatment of business by ZOV ernment agen- 


cies and the ‘‘new” Supreme Court, of the 
abdication of the legislative processes by 
Congress, and the usurpation of these proc- 
esses by the Court and the administrative 
branches of the Government. 

Mr. Fleming substantiates his conclu- 
sions by unemotional analyses of Supreme 
Court decisions and government charges. 
He shows that a business practice can be 
honorable and useful by one standard and 
criminal by another, and that the selection 
of the standard to be used in a given case 
is up to the Government lawyer and de- 
pends more on “who does it’’ than ‘‘what is 
done.” 

The various aspects of American busi- 
ness practice which have been attacked by 
the Government are described by the 
author and used in developing his story. 
The reader will renew and enlarge his 
acquaintance with such phrases and terms 
as ‘delivered prices,” “quantity discounts, ” 
“matched prices,” “‘exclusive dealer con- 
tracts,” “‘vertical integration,” “horizontal 
integration,” ‘‘administered prices,” and 
many others. He will learn which of these 
were involved in the A&P, Morton Salt, 
Alcoa, California Standard, Tobacco, Ce- 
ment, and other prominent antitrust cases. 

The author doubts if any firm of im- 
portance in America can fail to be guilty 
of violating some, if not most, of the 
canons or interpretations of the Govern- 
ment and the Court. It is his opinion that, 
“If these things are all wrong, American 
business is all wrong and can be made 
right by nothing short of utter tear-down 
and re-assembly along totally different 
lines.” He adds that the results would be 
such as to make the authors of the Sher- 
man Antitrust Act turn over in their 
Lraves. 

The concluding chapter of the book 
makes one prediction—that the present 


* Published by Prentice-Hall, New York. 
$3.00 hard cover, $2.25 paper bound. 
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situation cannot last, for the morals of the 
business community and the findings of 
law of the federal courts are in head-on 
collision—and one implied prediction— 
that as soon as the consumer becomes fully 
aware that the battle is raging over his 
pocketbook he will demand better treat- 
ment for the business and industrial sys- 
tem that has provided him with the high- 
est standard of living in the world. 

The author further concludes: (1) since 
the essential purpose of the attacks has 
been to hamper the more successful busi- 
ness for the Leechs of the less successful, 
the result has been not to clarify the law, 
but to dissolve it; (2) the attacks would 
stop the clock and turn it back, keep the 
distribution industries the way they are, 
discourage technological innovation, break 
down the modern integrated company, 
hamper and baffle the normal processes of 
price reduction, and upset the stability and 
security that the big companies achieve 
through their widespread diversification 
and innovation; (3) the attacks are soften- 
ing competition at the consumer's expense 
and are jeopardizing national defense ; and 
(4) the new interpretation of the anti- 
trust laws endangers the political structure 
of the country through appropriation of 
power by government agencies. 

The book closes by quoting Senator 
Benjamin Hill in the United States Senate 
in 1878: “I do not dread these corpora- 
tions as instruments of power to destroy 
this country because there are thousands 
of agencies which can regulate, restrain 
and control them. But there is a corpora- 
tion we may all dread. That corporation is 
the Federal Government. From the aggres- 
sion of this corporation there can be no 
safety if it is allowed to go beyond the 
well-defined limits of its power. I dread 
nothing so much as the exercise of un- 
granted and doubtful powers by this gov- 
ermment....” 

This book should be read and re-read 
by stockholders, management, and em- 
ployes of business organizations, by con- 
sumers and politicians, yes, even by the 
lawyers—the author included citations for 
them. 


TAXATION IN CANADA* 
By Harvey Perry 


Reviewed by F. S$. CAPON 
Treasurer 

Canadian Industries, Ltd. 
Montreal, Canada 


Mr. Perry's new book ‘Taxation in 
Canada”’ is really the second in a two-vol- 
ume series, the first of which is yet to be 
written. The published volume gives a re- 
markably complete picture of the entire 
Canadian tax structure—federal, provin- 


* Published by the University of Toronto 


Press, Toronto, Canada. $6.00 
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cial and municipal—as of the present time ; 
the volume to come will provide a thor- 
ough study of the historical background 
and development of this tax structure. 

It is nevertheless inevitable that so thor- 
ough a study of the present tax structure 
should be prefaced with at least a brief 
historical summary. Commencing with the 
Confederation period of 1867, at which 
time customs duties were the chief source 
of revenue for the then existing provinces, 
Mr. Perry reviews the first federal-provin- 
cial tax setup and the philosophy leading 
up to these first important tax decisions. 

The British North America Act (Cana- 
da's charter) limited the provinces to di- 
rect taxation for sources of revenue, and 
it was assumed, but not provided by law, 
that the central government would not in- 
vade the provinces’ direct tax fields. War 
ended this understanding, and the federal 
government enacted its first direct tax on 
incomes in 1917. Nevertheless, it was 
not until World War II that the central 
government fully developed the policies 
of using taxation as an economic tool. 

Few countries have employed taxation 
for this purpose to anything like the ex- 
tent used in Canada, and her experience 
in these fields, as outlined by Mr. Perry, 
should be of interest to all tax students. 
Because of the economic importance of 
income taxation, both personal and cor- 
porate, the federal government persuaded 
the provinces to cede their income tax 
“franchise” to the federal government dur- 
ing the war on a rental basis in order to 
ensure that this tax could apply on a uni- 
form basis to all Canadians. The federal 
government is still seeking agreement with 
all provinces to establish one uniform per- 
sonal and corporatd income tax system for 
all Canada, so that full advantage can be 
taken of the economic tool thus available. 

Having discussed this background, Mr. 
Perry then goes on to describe the main 
features of cach separate tax in the fed- 
eral, provincial and municipal fields. Tak- 
ing cach tax in order—income taxes (per- 
sonal and corporation ), Succession duties, 
customs duties, sales taxes, excise taxes, 
motor vehicle property taxes, li- 
censes and fees—the author summarizes 
the main features and special provisions. 
He manages to avoid technical language 
detail, producing an ex- 
tremely readable narrative which never- 


taxes, 


and excessive 


theless provides the reader with a very 
complete synopsis of each separate tax. 
Using the latest available figures, he also 
illustrates the relative importance of each 
tax as a source of revenue. Where useful 
or necessary, Mr. Perry also gives histori- 
cal background and other explanations 
concerning some of the principles or finer 
points of specific tax provisions. 

No Canadian is better equipped to write 
this volume than Mr. Perry. As one of the 
federal government's senior finance ofh- 
cials, his occupation is primarily the for- 
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the new (January, 1952) 


MAPI ACCOUNTING MANUAL 


@ the result of three years of work by ex- 
ecutives in capital goods and industrial 
equipment industries, with the benefit of 
professional consultation 


@ written for effective use by senior cor- 
poration executives without a technical ac- 
counting background as well as financial 
officers in industry, accountants and ac- 
counting students 


@ timely discussion of pressing accounting 
problems: Classification and Description of 
Accounts; Financial Statements and Re- 
ports; Property, Plant and Equipment; 
Manufacturing Cost; Sales Engineering and 
Administrative Expenses; Pensions; Inter- 
nal Control and Auditing; Cost Estimating 
and Its Uses; Profit Planning and Budget- 
ing; Recognition of Changing Value of Dol- 
WT. sales ss Price: $15.00 


MACHINERY AND ALLIED PRODUCTS INSTITUTE 
Suite 505, 120 South LaSalle Street 
Chicago 3, Illinois 











TO BUSINESSMEN 
AND INVESTORS 


Almost 
make is based to a great extent 


FREE | 


every decision you 1t 
on forecasts of future wholesale 
prices, retail sales, profits, pro- 
duction, ete. 
These forecasts CAN be accu- 
rate! 
We urge you to read the valu- 
able, factual booklet “Business 
Forecasts Can Be Accurate.” 
This astonishing, informative 
report represents nearly a half- 
century of independent re- 
search. It will be sent FREE to 
executives of industrial and 
commercial concerns if request- 
ed on a business letterhead. 
Write today to: 
New Economic Library 
Dept. 12 
1270 Broadway, New York | 
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In his attempt to protect 
himself from misfortune 


and the forces of evil, 













man has adopted 


many curtous prac 1ices, 





~4 Bit of their 


own ~ back/ 


It was a popular belief 
_ among merchants long 
ago that to insure good 
fortune and avoid bad 
luck—a small amount 
from the day’s first sale 
should be returned to 
the customer. 


Today's businessman doesn’t trust to luck when it comes 
to the safety of his business. He knows he must 


have sure safeguards! 


Especially important, if records should be destroyed, is the 
replacement of valuable papers and the collection of accounts 
receivable. Without such replacement. few businesses 

can continue, even though well covered by fire insurance. 


Our Valuable Papers and Accounts Receivable Policy 

pays for the replacement of all papers, films, documents 
and other business records and also pays all sums 

that cannot be collected from customers because the records 
have been destroyed. Either one or both of these 
protective features may be purchased. 


Our agent in your community will be glad to arrange for 
this vital safeguard for your business. Call him now! 


HMERICAN SURETY 


100 Broadway, New York 5, N.Y. 
FIDELITY - SURETY - CASUALTY - INLAND MARINE - ACCOUNTANTS LIABILITY 
AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 

















mulation of tax policy and its practical ap- 
plication. He personally has worked on all 
of the federal-provincial conferences on 
taxation and has made a very thorough 
study of Canada’s fiscal and political his- 
tory necessary for a real understanding of 
the Country's tax needs. 

A picture of the tax structure as of now 
inevitably contains many figures and other 
data which are obsolete almost before they 
are printed—and many of the tax laws 
described may have passed into history 
in a matter of months or at most years. 
Nevertheless, as a study of the tax struc- 
ture of a young country which has built 
for its own particular needs—benefiting 
from the experience of much greater 
neighbours and parents but avoiding the 
trap of following slavishly procedures 
which would not be desirable under its 
own unique conditions—Mr. Perry's book 
makes a most worthwhile addition to any 
good tax library. This book is certainly one 
of the most complete and readable works 
on the entire Canadian tax structure. 


OTHER BOOK ENTRIES 


MANAGEMENT PLANNING UNDER MOBIL- 
IZATION. American Management Asso- 


ciation. $1.25. 


Waces ARE GOING Lower! By William 
J. Baxter. International Economic Re- 
search Bureau, New York. $1.00. 


CONFERENCE CN BUSINESS CYCLES. Na- 
tional Bureau of Economic Research, 


Inc., New York, N. Y. $6.00. 


NEw PERSPECTIVES ON THE ADMINISTRA- 
TOR’S JOB. American Management As- 


sociation. $1.25. 


TAXES 


OIL AND GAS FEDERAL INCOME TAXA- 
TION (1951 Edition). By Kenneth G. 
Miller. Commerce Clearing House, Inc., 
Chicago, Ill. $7.50. 


TAX PROBLEMS BEING MET IN Tobay's 
MOBILIZATION ECONOMY. American 
Institute of Accountants. $1.00. 


1952 FARMERS INCOME TAX ON 1951 
INCOME. By Samuel M. Monatt. Com- 
merce Clearing House, Inc., Chicago 1, 
Illinois. $3.00. 


INSURANCE 


PROTECTING COMPANY ASSETS AND 
EARNINGS. NEw OPPORTUNITIES FOR 
THE INSURANCE BUYER. American 
Management Association, New York. 
$1.25. 


INSURANCE NEEDS IN A PREPAREDNESS 
ECONOMY. American Management As- 


ociation. $1.25, 


THE CONTROLLER * FEBRUARY, 1952 








Before a common nut can be mined, fabricated and put into a workman's 
hand, 12,227* paper forms must be made out. Analysts say the average 
business—including yours—spends a third of its time in paperwork. Yet, 
because paperwork is taken for granted, businessmen usually look for 
savings out in the plant—whereas paperwork offers a gold mine of 
opportunity to speed and save. 


DITTO, SIMPLIFIES PAPER WORK! 


Paperwork can be a “necessary evil’ or with DITTO One-Writing Systems 
it can straighten out pay and production, anticipate material needs, 
shorten routines, release employees for productive work, cut out error 
and delay throughout your entire operation. DITTO directs, controls, 
coordinates and expedites. If your paperwork isn’t a streamlined 
production tool—get critical of it, make it so! 


AMERICAN INDUSTRY DEPENDS ON 


DITT 


ONE-WRITING SYSTEMS ! 


In these days of defense pressure and heavy paperwork, 
large companies and small declare that their DITTO 
systems are more than ever essential for their peak 
efficiency. Today’s greatest economies and 

betterments are to be found in paperwork. 











Ask for specific data showing how the DITTO 
Payroll, Production, Order-Billing, Purchasing 
and other systems definitely streamline your 
paperwork and bring benefits all down the line. 
No obligation, just write. 


DITTO, Incorporated 


2220 West Harrison Street, Chicago 12, Illinois Reg. U. 8. Pat. Off. 


*Estimated 











ENVELOPES 


(PRINTED OR PLAIN) 
OF EVERY KIND 


EXCEPTIONALLY 
FAST DELIVERIES 


Send us samples of 
your envelopes and 
note the quantities 
you usually order — 
Let us quote — 
Then COMPARE. 


ANY COMPANIES, under the pressure 
M of a tight labor market and forced to 
grapple with obscure and rapidly changing 
rules, can have a large part of their pay roll 
disallowed as a tax deduction. They are 
allowed to give pay raises for merit, for 
length of service, for promotions, to keep 
up with the cost of living, etc. They can in- 
crease bonuses and give new fringe bene- 
fits such as sick pay, vacation, etc. But all 
these pay raises must be kept within 
strictly defined limits. A $4-a-week raise 
to a $60-a-week clerk can cost a company 
more than $3000 a year. 

To help management follow the rules 
on pay increases and to avoid or minimize 
the penalty for unintentional violations, a 
new policy manual, ‘‘How to Operate Un- 
der Wage and Salary Stabilization,” has 
been published by Business Reports, Inc., 
New York. 

Main emphasis of the study is on ways 
and means of adapting a company’s pay 
plan to conform to constantly changing 
rules on wages and salaries. It exhibits an 
> actual pay plan under which a company 

*Qwill be able to move to make most of the 

















EVERY TYPE OF PRINTING 
FOR OFFICE AND FACTORY: 


1. - Time Carbon Forms 
Manifold Books 
Commercial Forms 
Bookkeeping Machine 
Forms 
Paper - Envelopes 


We not only SELL... but SERVE a4 welt / 


ESTABLISHED 1920 } 


HYGRADE 





. PRINTING ¢ STATIONERY CO., INC. . 


121 VARICK STREET, NEW YORK 13, N. 
Algonquin 5-4530-1-2-3-4 


THE CHART YOU CAN CHANGE 
Without Costly Re-Dratting! 


Die-Cut Plastic letters are used for Com- 
pany name headings. Each letter has 
flanges which fit securely into the grooves 
of the felt background, which is available 
n Maroon, Dark Green, Black or White. 









(available 
in many sizes) hold typewritten or hand- 
lettered cards. Movable Plastic strips form 
the rules. Any card may be changed or en- 
tire sections re-arranged quickly and easily. 


The 
EVERLASTING 
Interchangeable 
ORGANIZATION 
CHART 


® Sizes to Fit Any Organization Structure 

® Sharp Prints Are Made Directly from the Chart 

® A Typewriter and Ordinary Paper Are All You Need 
® Relieves Busy Draftsmen of This Costly Work 

® Invaluable as a Visual Training Aid 


windows 


Plastic 


Transparent 





A PARTIAL LIST OF 
PROMINENT USERS 


United States Army 

United States Navy 
International Harvester Co. 
General Motors Corporation 
New York Life Insurance Co. 
Detroit Edison Co. 


MANAGEMENT CONTROL CHARTS CO. 


Send for 4-page folder illustrating typical organization 
structures and list of other prominent users. Write Dept. 
1735 today! Or phone MIchigan 2-6334. 


1735 N. Wells St. 
Chicago 14,111 








How to Avoid Penalty from WSB Enforcement 
of Wage and Salary Stabilization Rulings 








increases it finds necessary without getting 
Washington approval on every move. 

Most of the study is devoted to helping 
management know and comply with the 
pay stabilization pattern as it has now been 
developed. But it also seeks to help com- 
panies avoid crippling penalties for pay 
actions taken in the early months of 1951, 
when it was difficult to hold good people 
and pay rules had not yet crystallized. 

Today, WSB not only can order the Bu- 
reau of Internal Revenue to disallow the 
entire amount of any illegal wage pay- 
ment, but it can also order procurement 
offices to disregard the entire amount of 
any illegal payments in determining costs 
or expenses incurred in carrying out a gov- 
ernment contract. In addition, the agency 
can instruct OPS to disregard the entire 
amount of any illegal payment when cal- 
culating costs for the purposes of setting 
price ceilings. Recommendations may be 
given to NPA to withhold any priority as- 
sistance for violators. All these penalties 
are apart from the possibility of a $10,000 
fine and/or a year's imprisonment. 

A company is not in the clear even when 
controls end, for violations will still be 
followed up long after the stabilizers go 
home. The Tax Court, for example, caught 
up with a World War II violator as re- 
cently as June 1951. 

One opportunity for escaping or mini- 
mizing penalty arises as soon as inspectors 
turn up a violation. By taking the initiative 
promptly and explaining fully the cir- 
cumstances of the violation, management 
may be able to escape with a warning or 
small “consent” penalty. The Government 
may feel justified in dropping the case or 
reducing penalty if management estab- 
lishes that the violation was unintentional ; 
has since been corrected ; is insignificant in 
amount or not dangerous to the stabiliza- 
tion program, etc. 

If the case cannot be quickly and in- 
formally settled, the manual suggests that 
management present as many actual exten- 
uating circumstances as possible: that the 
violation was voluntarily disclosed; that 
the firm was under heavy pressure from 
its union, or was being squeezed by com- 
petitors; that the amount involved is en- 
tirely disproportionate to the significance 
of the violation, etc. 

To use the various tactics outlined, firms 
are urged to know enforcement procedures 
thoroughly. The policy manual therefore 
explains how violation cases develop, when 
informal meetings may be held with sta- 
bilization officials, how formal hearings 
operate, and when appeals are possible. 
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Specific chapters in the manual are de- 
voted to cost-of-living increases, deferred 
pay, incentive increases, fringe benefits, 
pension and welfare benefits, bonuses and 
stock options, merit and length-of-service 
increases, promotions and transfers, new 
jobs and new workers, and special controls 
for special industries. Filled-in examples 
of every official form currently in use have 
been provided in the manual, along with a 
17-step procedure for setting up a pay plan 
which will avoid the need of WSB ap- 
proval on most types of increases. 


Averting Industry 
Accidents and Fires 


Practical ways to prevent industrial ac- 
cidents and fires are contained in the new 
edition of National Safety Council's 800 
page “Accident Prevention Manual for 
Industrial Operations.” 

Containing 256 more pages and eleven 
more sections than the first edition, the 
new book was researched and written by 
council staff men who are specialists in 
fields covered. Articles were sent to qualt- 
fied reviewers for comment and analysis. 


The book is confined principally to 


safety in the manufacturing industry and 
is based on the premise that a major pro- 
portion of all accident causes are common 
to all industry. 

Subjects covered include permanent 
structure and plant layout; maintenance 
and maintenance crews; boilers, pressure 
vessels ; refrigeration ; equipment ; machine 
guards; materials handling hazards; hand 
and portable power tools; welding and 
cutting; electrical hazards, and inflamma- 
ble liquids. 

Also fire prevention; fire control; per- 
sonal protective equipment; industrial 
health engineering; industrial poisons; 
medical services in industry ; safety organi- 
zation and training; accident records and 
analysis and costs. One of the new sections, 
“The Safety Man’s Resources,” is a bibli- 
ography of safety organizations and pub- 
lications. 

In addition to the table of contents, each 
section lists its own contents. There also 
is an exhaustive alphabetical index. De- 
tailed description and price can be ob- 
tained by writing National Safety Council, 
425 N. Michigan Ave., Chicago. 


Trade Association 
Policing Approved 


“The legal freedom of trade associa- 
tions to promote truthful labeling—and 
even police it over the opposition of some 
members of the industry—has been re- 
affirmed by a New York State Court in 
the case of Purofied Down Products Corp. 
vs. National Association of Bedding 
Manufacturers,” writes Frazer F. Hilder, 
partner in the law firm of Kittelle & Lamb, 
of Washington, D. C. 
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Wy ii ib tier a... 
“Jones, We’d Prefer Fewer Curlicues!” 


This employer of the gay nineties tried to get a little more 
work out of his bookkeeper—and we can’t blame him very 
much. 150 entries a day in a 10-hour day isn’t what we would 
call adequate, even if the handwriting was in the very finest 
Victorian style. 

Today, a machine bookkeeper can make six to seven times as 
many entries. That is why working hours could be reduced and 
employees enjoy more leisure time. 


Tallman Robbins & Company have had a lot to do with 
improvements in record keeping systems. Tarco advanced 
loose-leaf forms are accepted today as standard by certified 
public accountants and auditors everywhere. 


240 different Tarco forms cover the whole field of income and 
outgo, inventory, costs, taxes, balance and analyses sheets. 


Tarco binders are the best made and their complete auditing 
systems can be adapted to any size business, using either stock 
forms or custom-printed to meet your requirements. 

Send for Catalog F-1 today and see for yourself just how extensive 
and practical is the Tarco line of efficiency Forms and Binders. 


See our Exhibit at the Chicago Business Show 
Booths 60-61, February 25 to 28 








TALLMAN) ROBBINS & CO. 


Consult your Public 
Accountant about 
the best Forms for 


W. Superior St., Chicago 10, Illinois 


your Business. 
New York + Kansas City + Indianapolis + Tulsa + Witchita - Washington 














Tarco Better Business Forms, Binders and Co-ordinoted Filing Equipment since 1912 








Southern Controllers to Hear 


How to Live with Expenses—and Taxes 


ITH THE THEME The Controller 
Looks Ahead,’ the Southern Con- 
ference of Controllers Institute has an- 
nounced detailed plans for the sessions, 
March 28-29, in the Adolphus Hotel, 
Dallas, Texas. The 1952 Conference is be- 
ing sponsored by the Dallas Control under 
the general chairmanship of Claiborne H. 
Johnson, controller, Fleming & Sons, Inc., 
Dallas. 
The Conference will open on Friday 
morning with a session entitled ““Control- 
lership for the Future’’ which will feature 


LYMAN L. DYER 


LYMAN L. DYER, comptroller of 
Lone Star Gas Co., Dallas, has 
been named vice chairman of the 
1952 Southern Conference of Con- 
trollers Institute, sponsored by 
the Dallas Control, March 28-29. 


A. D. HARDER, assistant secre- 
tary of Southwestern Life Insur- 
ance Compary, Dallas, will serve 
as Program Committee chairman. 


a Student Forum. Students participating 
are being invited by the Dallas Committee 
from Southwestern schools of business ad- 
ministration. 

In addition, the session will have pres- 
entations by James H. Eteson, chairman 
of the Institute’s National Committee on 
Education, who is controller of State Mu- 
tual Life Assurance Company, Worcester, 
Mass., and Dr. Chester F. Lay, chairman 
of the Management Departmer* and pro- 
fessor of Accounting and Management at 
Southern Methodist University. 


A. D. HARDER 








CHICAGO 








Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 








BA 
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Following the Friday luncheon session, 
for which the Committee is concluding 
plans for a well-known speaker, the after- 
noon session will open, featuring the 
theme “Living with Taxes.” 

Speakers at the Friday afternoon ses- 
sion, which will center around case his- 
tories, will be R. M. Chan, vice president 
and director of Magnolia Petroleum Com- 
pany, Dallas; E. E. Hunter, chief account- 
ant, Producing Department, Humble Oil 
and Refining Company, Houston; R. L. 
Brummage, controller, Dresser Industries, 
Dallas; and a controller representing a 
major utility company. 

The high point of the Conference will 
be on Friday evening when the banquet 
features an address by D. A. Hulcy, presi- 
dent of the Lone Star Gas Company and 
president of the Chamber of Commerce of 
the United States. 

On Saturday, the morning session theme 
will be “Living with Expenses” and will 
highlight, in addition to other aspects, a 
one and one-half hour presentation of the 
Work Simplification of the Atlantic Re- 
fining Company, Philadelphia. This will 
be presented by William H. Brush, Jr., 
and J. R. Ryan of that company. 

At the Saturday luncheon, which will be 
the closing event of the 1952 Conference, 
the speaker will be Charles Z. Meyer, 
comptroller of the First National Bank of 
Chicago and president of Controllers In- 
stitute of America. 

In addition to the business sessions, a 
program of entertainment and hospitality 
has been arranged for the men in attend- 
ance as well as their wives. 

The Committee chairmen for the 1952 
Southern Conference follow: 

General Chairman—Claiborne H. John- 
son, controller, Fleming & Sons, Inc. ; Vice 
Chairman—Lyman L, Dyer, comptroller, 
Lone Star Gas Co.; Arrangements Com- 
mittee—J. Kiernan White, assistant secre- 
tary-treasurer, The Murray Company of 
Texas, Inc.; Finance Committee—George 
B. Hefner, assistant controller, The Atlan- 
tic Refining Company; Inter-Control At- 
iendance Committee—Lewis E. Frensley, 
comptroller, Magnolia Petroleum Com- 
pany ; Ladies Hospitality Committee—Mts. 
Louis G. James; Program Committee 
A. D. Harder, assistant secretary, South- 
western Life Insurance Company; Pwblic- 
ity Committee—Phil Kirchhaine, treasurer 
and assistant secretary, Dallas Railway & 
Terminal Company; Reception and Regis- 
tration Committees—C. Bell Sample, chief 
accountant, Southwestern Drug Corpora- 
tion; Speakers Hospitality Committee— 
Felix Tucker, executive vice president, 
Conro Manufacturing Company. 
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LIFO as an Operating Tool 
Continued from page 60) 


the “cost or market’’ yardstick, a yard- 
stick not suited to them. (Bankers arc 
probably the biggest offenders in this re- 
spect. ) 


PRICING AND COSTING 


Then there is the question of profits. 
Tied up with the question of profits is the 
old question of pricing and costing. We 
have already mentioned that costing un- 
der LIFO is different from costing under 
“cost or market’’ becaase of the elimina- 
tion of the base inventory factor but in 
pricing there is another consideration- 
the action of competitors and their ap- 
proach to this problem. 

For example, if competitors are operat- 
ing on ‘‘cost or market’ their ideas of 
pricing as opposed to those of a company 
on LIFO may be quite different. In times 
of rising costs the LIFO company is anxious 
to advance prices more mpidie and in times 
of falling costs the L1Fo company is able to 
reflect a drop in cost more quickly. As it is 
almost universally true that in times when 
costs are rising, companies on any method 
of cost are more willing to advance prices, 
and buyers to buy, the company on LIFO 
finds a greater willingness by non-LiFo 
companies to follow price advances more 
promptly, while when costs are falling, 
companies on LIFO are able to adjust to the 
market prices more easily. 

One very outstanding need that com- 
panies on LIFO still have to meet, if they 
are to get the maximum out of LIFO as an 
operating tool, is education of top manage- 
ment to understand LIFO. LIFO seems to 
make the various functions of business 
much more interdependent and it is found 
that the better understanding of LiFo the 
management group has, the greater are the 
benefits to be derived from it. This means 
time and effort on the part of the Con- 
troller’s Department but the reward is 
well worth it. 

I would like to recommend an excellent 
book on the subject of LIFO with respect 
to taxes to those who may not have yet read 
it, with every assurance that you will be 
very well rewarded—'‘Effects of Taxation- 
Inventory Accounting and Policy’ by J. 
Keith Butters. * 

There are undoubtedly many other areas 
and aspects of LIFO which could and prop- 
erly should be discussed but I think for 
the present we have already covered a 
pretty wide range. In closing I would like 
to say that hardly a year passes that we in 
our business do not discover some brand- 
new and unthought-of aspect of LIFO and 
its value to us as an operating tool is well 
beyond anything we had visualized at the 
time we first adopted this method. 

* Published by Riverside Press, Cambridge, 
Mass. $3.75. 
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ANNUAL REPORT ... ANNUAL HEADACHE? 
Turn the Entire Job Over To Pandick 


Pandick clients find us capable of working out every step in the 


preparation of an annual report—whether it’s to be an elaborate or a 


modest booklet. 


Our professionally-trained layout and design department will be glad 
to create a “dummy” for your consideration. We take over all the 


production details. And we can expand on your rough copy, if you wish. 


We consider this service just part of 
doing a thorough job. May we help you? 


Pandich Press Ihe 


Established 192. 





A QUARTER CENTURY 














22 THAMES ST., NEW YORK 6 
WOrth 4-2900 
71 CLINTON ST., NEWARK, N.J. 


MArket 3-4994 





OF SERVICE 





‘Did we trim 
payroll 
production costs! 


“We had no idea it costs us so much 
to have our office clerks figure the 
payroll until we did a little calculat- 
ing of our own! 


“We were running heavy on over- 
time, and Joe constantly had to break 
in new girls, too. 


‘That headache’s a thing of the past 

now that the Recording and Statis- 
tical Corp. turns out our payroll fig- 
ires on their special high-speed tabu- 


lating machines. They provide us 
with complicated payroll registers 
and other payroll data—even com 
pleted W-2 forms!” 


SEND FOR FREE BROCHURE NOW 


Find out more about this remarkable 
service that pares today’s high cost 
of overhead. (We will tabulate your 
sales, inventories, prices, costs, etc. 
for you, too!) Why not call or write 
now? 


RECORDING & STATISTICAL CORP. 


HICAGO- BOSTON - DETROIT 


100 Sixth Avenue 


TORONTO 


MONTREAL 


New York 13, NY 








Internal Controls Studied by 
Federal Government Accountants 


There was standing room only in the 
Interior Department Auditorium on Janu- 
ary 10, 1952 when 908 accounting, 
budget, and management officials from all 
branches of the Government gathered to 
attend an all-day symposium on the sub- 
ject of internal control. The meeting, spon- 
sored by the Federal Government Ac- 
countants’ Association, a recently estab- 
lished and wholly independent organiza- 
tion of professionally qualified accountants 
in the Federal Government, was the most 


important step taken thus far by the Asso- 
ciation in its program to raise the standards 
of accountants and accounting in the Gov- 
ernment service. 

The first paper was presented by R. R. 
Pippin, first assistant treasurer of E. I. du 
Pont de Nemours Company, who outlined 
in bold strokes the broad policies that must 
underlie an adequate system of internal 
control. E. L. Kohler, well-known author 
of works on accounting and auditing, drew 
from his wide experience in both public 
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Since more than half of all calculator 

work is multiplication, experienced office 

workers everywhere choose the calculator that 
multiplies easier, surer, faster. The 
Marchant Man in your phone book will 
prove this by a demonstration in your 

= 7 office—call him today. 
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and governmental accounting in present- 
ing a cogent summary of the essential ele- 
ments in a program of internal audit. 

Irving Tenner, prominent fiscal consult- 
ant, opened the afternoon session with a 
discussion of special considerations in the 
application of internal control to govern- 
ment with many illustrations from his ex- 
perience in state and municipal govern- 
ment. 

A lively and stimulating panel discus- 
sion followed which was participated in 
by three speakers: L. P. Hourihan, general 
auditor for the Ford Motor Company ; Ted 
B. Westfall, director of audits, General 
Accounting Office; and L. W. Acker for 
the past two years director of internal au- 
dits, General Services Administration; 
with Walter F. Frese serving as modera- 
tor. 

At the regular monthly meeting of the 
Association, which followed, the theme of 
the day was continued in unabated fashion 
when Mr. Hourihan addressed 362 mem- 
bers and guests of FGAA on the Ford Mo- 
tor Company's experience in the develop- 
ment of an internal audit program and or- 
ganization. Included at the speaker's table 
were George Y. Harvey, clerk of the 
House Appropriations Committee, and 
official representatives of Controllers Insti- 
tute of America, the National Association 
of Cost Accountants, the Institute of In- 
ternal Auditors, and the Systems and Pro- 
cedures Association of America. 

* * * 


A 12-page bibliography on internal con- 
trol was distributed at the symposium. The 
Association also hopes to be able to pub- 
lish, either in full or in digest form, the 
papers presented at the symposium and 
the evening meeting. Inquiries concern- 
ing the Association should be addressed 
to its president at P.O. Box 53, Washing- 
ton 4, D. C. 


FTC Expands Data 
on Sales, Profits 


The Federal Trade Commission has ex- 
panded its work in gathering data on the 
trend of sales and profits in wholesale and 
retail trade, James M. Mead, chairman of 
the commission, informed the Sales Ex- 
ecutive Club of New York recently. 

Mr. Mead said the decision to enlarge 
its reporting system was made following 
a request from the industrial division of 
the Office of Price Stabilization. The FTC 
has already been of considerable assistance 
to the OPS in supplying it with reports 
which it now gathers on manufacturers’ 
profits, he declared. 

The commission has also been requested 
by the National Production Authority to 
conduct industry-wide surveys of com- 
pliance with NPA control orders, and has 
virtually completed surveys of this type 
covering the use of aluminum and copper, 
Mr. Mead said. 


THE CONTROLLER * FEBRUARY, 1952 








Making Workers 
‘Feel At Home” 


More effective use should be made of 
top executives’ personalities, background 
and accomplishments in winning and 
holding the loyalties of new employes. 
According to Austin M. Fisher, partner in 
the management consulting firm of Fisher 
& Rudge, New York, this “blind spot’’ in 
orientation and indoctrination programs 
was brought out in a recent survey, which 
showed that insufficient capital is being 
made of top-echelon advantages when 
making new workers ‘feel at home.” 

“Of the 42 well- known companies 
which figured in our survey,’ Mr. Fisher 
commented, “fewer than one-third give 
any information at all about officers and 
top executives to their new employes, and 
less than half formally introduce new 
workers to the executives with whom they 
will have contact in discharging their 
duties. 

“Executive participation in such pro- 
grams is important, not only because it 
arouses interest and enthusiasm on the part 
of the recruits, but also because it helps 
keep effort on a continuing high plane.” 

Helping new employes adjust to their 
surroundings is an essential step in ex- 
panding the workforce, Mr. Fisher ex- 
plained, as well as in welding it into an 
efficient production team. “If the newcom- 
ers take favorably to their employers,” he 
said, ‘they are more likely to recommend 
the company to their friends and relatives 
as a good place to work. In fact, 22 of the 
firms referred to make a point of urging 
their new employes to help find additional 
rectuits. Experience during World War 
II demonstrated the effectiveness of this 
approach, which should be used more 
widely today.” 

While most of the executives respond- 
ing to the Fisher & Rudge survey indicated 
satisfaction with the way their orientation 
and indoctrination programs are develop- 
ing, 15 of the 42 admitted they had no 
formalized plan for welcoming workers. 

“Where hacia plans are lacking,” the 
labor relations expert pointed out, “top 
management tends to take for granted that 
‘something is being done’ with new em- 
ployes. The danger under such conditions 
is that circumstances rather than some 
regularized procedure will dictate what 
happens to new employes. A newcomer 
may be given the information he craves, 
or he may not. He may be introduced 
around the department by his supervisor, 
or else just put on a job and allowed to 
shift for himself. 

“The key to correction in such cases is 
to plan a definite program. Our expeti- 
ence in creating and installing such pro- 
grams proves that the more the higher 
executives participate in the process, the 
better and more lasting the results.” 
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Get this Revealing Brochure 
It’s easy to pour profits down the drain if 
record-keeping costs are higher than they 
should be! If your firm uses Invoices, Pur- 
chase and Shipping Orders, Voucher Checks, 
Credit Memoranda, Teletype or Tabulating 
Forms, Sales and Manufacturing 


SEND FOR A FREE COPY of the folder that tells 
how to cut forms-handling costs 33% or more! 
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Your Annual Report: Tombstone or Evidence of Life? 


Continued from page 70) 


Apparently a large majority of managers 
are giving little or no thought to ‘‘selling”’ 
the company’s products to its best pros- 
pects—those who have an interest in the 
ompany. This interest may be as owners 
(shareholders), or employes, or as re aders 
of the report for various other reasons suc h 
as financial analysts, students, etc. 

Perhaps, because of other pressing de- 
tails, they forget to remember that anyone 
who sees the company’s message (even in 
an annual report) might be a prospective 
customer for its products. 

There are many reasons why intelligent 
management officials ought to use the an- 
nual report as a vehicle to enlighten read- 
ers about the company’s products. 

If stock exchange figures are any crite- 
rion, there is need for product information 
in the annual report since there is a large 
turnover of stockholders. Does the new 
stockholder know specifically what the 
Certainly, with a 
shareholdings, it 
ought to be management's job to inform 


ompany produces ? 


wider distribution of 
him about the company’s products in which 
he has invested his money 

Who knows when he will need a new 
lawn mower, an air compressor, or a roll 
of wax paper, or even a nasal atomizer ? 
What is the best brand to buy? Why, of 
ourse: The brand produced by Ais com- 
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According to American Business (De- 
cember 1950) one large company, which 
belatedly awoke to the fact that stock- 
holders were more than just financial 
nuisances, found in a survey that its stock- 
holders bought on the average better than 
three times more of its product (a common 
household article) than did the nonstock- 


holders. They also found that stockholders 
were salesmen, good-will agents, custom- 
ers, and suppliers of the capital. 
Producers of components and parts or 
containers and packages, for example, can 
easily use annual reports as message vehi- 
cles pointed to industrial consumers. The 
transmittal letter accompanying one of the 
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annual reports sent out under the Control- 
lers Institute annual report exchange plan 
clearly recognized this selling angle: ° 

We believe you will be interested in the 
various articles concerning our products, 
and how and by whom they are used.” 


DON’T OVERLOOK THE “STUDENT” 

More and more frequently annual re- 
ports are circulating among university and 
college students and faculty members, as 
well as among the company’s re and 
competitors. An increasing number of col- 
leges and universities are using annual re- 
ports for instructional material in business 
courses such as: Report Writing, Invest- 
ments, Advertising, Marketing, Business 
Principles, Accounting, and other manage- 
ment courses. 

College students are always interested 
in the products a company produces. Ex- 
perience has shown that one of the first 
questions asked by students when examin- 
ing an annual report is: What products 
does this company make? They are not 
satisfied to have the answer given in terms 
of the general class of products such as 
gasoline, nylon hosiery, or tobacco. The 
answer desired must be pinpointed more 
definitely in terms of brand names: Best 
Yet hosiery, or Satisfaction smoking to- 
bacco, or Yellow Jacket gasoline. 

Moreover, students need some kind of 
“frame” in which to relate the factual in- 
formation given in accounting statements, 
graphs, and the president’s message. They 
get more out of an annual report when the 
report visually pictures to them the product 
and some of the manufacturing processes 
or uses, perhaps with illustrations of equip- 
ment, machinery, or buildings. Students, 
as well as others, make very poor analytical 
decisions when only the dry dust of ac- 
counting statements and “integral notes”’ 
is presented for digestion. 

Top management in general, and sales 
managers el rags ought to keep in 
mind that today’s college students are to- 
morrow’s buyers and consumers. In view 
of the number of married students in school 
today, actually in many more cases than 
management realizes, college students are 
today’s buyers and consumers. 


BLOW YOUR OWN HORN 

Why do so few companies use the an- 
nual report to “brag” about the specific 
products they contribute so handsomely 
each year to the American way of life? Ad- 
vertise in the annual report? Sure! Why 
miss an opportunity to tell any reader in a 
highly selected audience about XYZ brand 
of cheese, or ABC brand of wax paper, or 
PDQ brand of gasoline—the peppiest gas 
in America ? 

* * * 

Corporate officials: Why continue to 
keep the light of the company's products 
hid under a basket? Even in the annual re- 
port: Don't be afraid of the obvious! 
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| Recently one of our biggest 


I'm glad our bank 
recommended AMERICAN 
CREDIT INSURANCE 
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You can imagine how that would 
have left us up in the air... 





SS ee 
customers was forced out of 

business by a flood-couldn't 
pay their account with us... 





AMERICAN CREDIT INSURANCE 
pays you when your 
customers can't ” 


If we hadn't had AMERICAN 
CREDIT INSURANCE, we couldn't 
have paid oyr suppliers. 













This book gives more details on 
AMERICAN CREDIT INSURANCE-——helps 





American Crepit INsuRANCE completes your pro- 
gram of protection... enables you to get cash for 
past due accounts . .. improves your credit standing 


with banks and suppliers. Write for our book “Why 
Safe Credits Need Protection” to AMERICAN CREDIT 
InpEMNITY Company oF New York, Dept. 55, First 
National Bank Bldg., Baltimore 2, Md. Offices in 


principal cities of U. S. and Canada. 
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American Credit 
Insurance 


AMERICAN 
Crear INDEMNITY 
Company 


bey 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 














Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


HERBERT M. KELTON (#4411-1948), 
treasurer of United States Rubber Com- 
pany, New York, has been elected treas- 
urer of Tax Institute, Inc. of Princeton, 
New Jersey. At the same time, JOHN Mc- 
FARLAND (#3053-1944), manager of the 
Tax Department of Sun Oil es 
Philadelphia, was elected treasurer of Tax 
Institute. Mr. McFarland is a member of 
the Committee on State and Local Taxa- 
tion of Controllers Institute of America. 


CHARLES L, ATHERTON (#5117-1951) 
is now with Army Times Publishing oi, 
Washington, D. C., as controller. He was 
formerly comptroller, Getz Brothers & 
Company, San Francisco, and treasurer, 
W. G. Herron & Associates, Washington, 
Le 6s 


LANDRUD (#2779-1943), 
assistant secretary 


JosePH C. 
formerly treasurer and 
of Lilly-Vent, 
Inc., Portland, 
Oregon, has 
joined J. Weiner 
& Co. of the 
same city as con 
troller and direc 
tor of personnel 
Mr. Landrud 
sc rved as 
ident of the 
Portland Control 
(1950-1951) 
and is currently 
chairman of the 
(1951-1952) 


pres 


MR. LANDRUD 


nominating 





committee 


PAUL F. DICKMEYER (#5293-1951) 
was elected controller of Fort Wayne Cor- 
rugated Paper Company, Fort Wayne, In- 
diana, at a recent meeting of the Board of 
Directors. Mr. Dickmeyer, who has been 
with the company since 1948, was for- 
merly secretary and chief accountant. He 
takes over the duties of the controller 
from E. L. RIcH (#4286-1948), who has 
been controller and treasurer since 1942. 
Mr. Rich retains his duties as treasurer 
and acts in an advisory capacity on all or- 
ganization and fiscal matters. 


JOHN A. OLSEN (#2135-1942), for- 
merly eee of Shering Corporation, 
Bloomfield, N. J., has joined the Guan- 
tanamo Same Company, Guantanamo, 
Cuba, as controller. 


GeorGE M. DoyLe (#3198-1944), 
cashier of Crocker First National Bank of 
San Francisco, was recently advanced to 
vice president and cashier. He has been 
associated with the bank for 38 years and 
is well known for his participation in 
various activities in the banking field. 


EDWARD DeFELICE (#4085-1947) has 
changed his business affiliation from comp- 
troller, Wheeler-Osgood Company, Ta- 
coma, Washington, to general manager, 
Eatonville Lumber Company, Eatonville, 
Washington. 

SATTLER (#5197 


ARTHUR G. -1951) 


has joined the Guided Missile Division, 
San 


Consolidated Vultee Corporation, 


sss sty 


CHANGING YOUR ADDRESS? 


Notice of change of 


address for THE CONTROLLER 


should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
, issue. For instance, if you desire the address changed for 
your April issue, we should be notified of your new address 
before March 1. Be sure to include your postal zone as well 


”) , 
as your Old and neu 


THE CONTROLLER 


address. 
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Diego, California, as assistant manager of 
Accounting. Mr. Sattler was formerly con- 
troller, Nichols Wire & Aluminum Com- 
pany, Davenport, Iowa. 


WILLIAM C. THOMPSON (#3066-1944) 
is now assistant manager, Auditing De- 
partment, E. I. du Pont de Nemours & 
Co., Wilmington, Delaware. Mr. Thomp- 
son, formerly vice president of Terminal 
Warehouses, Ltd., Toronto, Canada, 
joined du Pont as special assistant to the 
comptroller in February 1951. 


F. L. WARNKE (#4621-1949) is now 
assistant to manager, General Accounting, 
on the comptroller’s staff, United States 
Steel Company, Pittsburgh, Pa. Mr. 
Warnke was formerly with United States 
Steel Supply Company, Chicago, III. 


THOMAS A. DUNBAR (#1178-1938), 
formerly comptroller of the et aaa 
Transit Au- aeiieaaias 
thority, was ap- 
pointed its treas- 
urer-comptroller 
on November 1, 
1951. Mr. Dun- 
bar has been as- 
sociated with 
the M.T.A. and 
its predecessor 
the Boston Ele- 
vated Railway 
Company, since 
1918 and served 
as an interim trustee of the Authority from 
January 1949 to July 1950. 

He is past president of the Boston Con- 
trol of Controllers Institute and has been 
a member of the Advisory Panel of the 
National Education Committee since 
1950. 

Mr. Dunbar is also past national vice 
president of the National Association of 
Cost Accountants, Governor of the Spot 
Club, and past president of Boston Chap- 
ter of this organization; past president of 
the American Transit Accountants Asso- 
ciation and past president of the New Eng- 
land Transit Club. He is also a member of 
the American Accounting Association. 





Bachrach 


MR. DUNBAR 


Otis H. RITENOUR (#1372-1939) has 
been elected chairman of the board of 
trustees, Southeastern University. Mr. 
Ritenour, who is vice president of Wash- 
ington Gas Light Company, Washington, 
D. C., succeeded H. RANDOLPH BARBEI 
(#2266-1943), who resigned the post of 
board chairman because of ill health. Mr. 
Barbee is first vice president of Federal 
Storage Company, Washington, D. C. 


EARL L, JOHNSON (#4263-1948), for- 
merly deputy comptroller, Maritime Ad- 
ministration, Washington, D. C., is now 
plant auditor of the RCA Victor Division 
of the Radio Corporation of America, 
Camden, N. J. 








P. L. HOCKMAN (#2232-1942), form- 
erly secretary-treasurer of O'Sullivan Rub- 
ber Corporation, Winchester, Va., has 
joined Funkhouser Industries, Inc., Ran- 
son, West Virginia, as secretary-treasurer. 


THEODORE A. BASsIN (#2638-1943), 
formerly comptroller, Dan River Mills, 
Inc., Danville, Va., is now associated with 
Peat, Marwick, Mitchell & Company, 
New York. 


J. L. Peirce (#2029-1941), control- 
ler of A. B. Dick Company, Chicago, 
Ill., was recently 
elected vice pres- 
ident of the or- 
ganization. He 


will carry the 
title of vice 
president and 
controller. Mr. 





Peirce joined the 
company in 1934 
as an assistant to 
the office man- 
ager and in 1936 
became tax ac- 
countant on the staff of the controller. 
He was made assistant controller in 1941 
and succeeded E. W. BurpottT (#316- 
1934) as controller in 1947. 

Mr. Peirce has served as director, vice 
president and president of the Chicago 
Control of Controllers Institute. 


FRANKLIN J. KOEGLER (#165-1932), 
executive vice president, Doehler-Jarvis 
Corporation, New York, was recently 
elected president of the organization to 
succeed L. A. JARVIs, who became chair- 
man, following the resignation of H. H. 
DoEHLER, who took the newly created 
post of honorary chairman. 


ht 


MR. PEIRCE 


HERBERT C. REESE (#2849-1943) is 
now controller of the Bakery Corporation 
of America, Melrose, Mass. He was form- 
erly associated with Gottfried Baking Co., 
Inc., New York, as comptroller. 





Obituary 


Raymond C. Gaugler, 59, president of 
the American Cyanamid Co., New York, 
died on January 
11, 1952 in the 
New Rochelle 
Hospital follow- 





ing a cerebral 
hemorrhage. 
Mr. Gaugler 


entered the ac- 
counting depart- 
ment of Ameri- 
can Cyanamid 
Co. in 1917. His 
rise was rapid. 
He served as as- 
sistant treasurer and comptroller and was 





MR. GAUGLER 
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named treasurer in 1929. In that year he 
was also elected to the board of directors. 
By 1939, he had become vice president in 
charge of finance and, by 1947, executive 
vice president. He was elected president 
January 5, 1951, succeeding the late Wil- 
liam B. Bell. 

He was also a director of Jefferson 
Chemical Co., Southern Minerals Corp., 
and Southern Pipe Line Corp. He served 
on the boards of such Cynamid subsidiaries 
as North American Cyanamid Ltd., 
Chemical Construction Corp., Davis & 
Geck Inc., and The Berbick Co., Ltd. He 
was a director of the Guaranty Trust Co 
of New York. 

Mr. Gaugler, who held membership 
certificate #89 in Controllers Institute from 
1932 to 1952, was active in the affairs of 
the National Industrial Conference Board 
and was a member of the executive com 
mittee of the Manufacturing Chemists As 
sociation. 


Leon Beaty Judd (#3846-1947), comp- 
troller of Delta Air Lines, Atlanta, Ga., 
died in Centre, Alabama, on December 26, 
1951 following a heart attack. He was 
driving to Atlanta from his mother's home 
in Okalona, Miss. He was 50 years of age. 

Mr. Judd ranked third on Delta's sen- 
iority list, having been with the company 
since July 1928. He was also a director of 
the company and served as a director of 


the Atlanta Control of Controllers Insti- 
tute. He was prominent in the air line fi- 
nance and accounting conference of the 
Air Transport Association of America 


Edward T. McCarthy, 55, vice presi- 
dent and comptroller of Casco Products 
Corporation, 
Bridgeport, 
Connecticut, 
died on January 
14,19S5S2o0fa 
heart ailment 

Mr. McCarthy 
joined Casco in 
1943 after being 
associated for 
20 years Ww ith 
the Bassick 
Company of the 
same city. 

Mr. McCarthy, who held membership 
certificate #2837-1943 in Controllers In- 
stitute, served as president of the Bridge- 
port Control, 1948-1949, and at the time 
of his death was active in Institute af- 
fairs both at the local and national level 
He was a member of the Nominating 
Committee and chairman of the Educa- 
tional Committee of his Control, a mem- 
ber of the National Committee on Edu- 
cation and a member of the advisory 
panel of the National Committee on 
Government Procurement Policies. 





MR. McCARTHY 





Toknow | 


plus” rating plans, 





Cave Time & Worry 


if youare responsible for your company’s Insurance Program. 


1. That all large loss exposures are properly insured, 


2. Full advantage has been taken of the new “‘cost- 


3. And that premium costs are in line, 


have a Jamison audit made of your entire insurance require- 
ments, or let us advise you on special problems. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 
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WANTED! 
CONTROLLER MAGAZINES 
MARCH + APRIL - AUGUST 
AND NOVEMBER 1951 
ISSUES 
We're sold out again 
sues! If you have an extra copy that 


on these is- 


you would part with after you read 
it, we'd welcome receiving it to en- 
able us to provide a complete year 
for those who may want a “back 
copy subscription” or to fill “single 
copy” orders. Thanks! Send to the 
CIRCULATION MANAGER 


The Controller 
1 East 42nd St., New York 17, N. Y. 





Simplify your 


ANALYSIS 
PROBLEM 


by eliminating 








Sales, Inventory, 
Production Figures 
can be easily obtained by applying Peg 

Strip Accounting Method 


High Clerical Costs Call for Study of your 


present system. Efficiently Designed Forms 


cut office costs. 


call us for review of your forms and systems 


Business Forms | 
Carbon Interleaved Forms 
Pegboard Systems 
Duplicating Systems 
Bookkeeping Machine Forms 


ercury 


Printing Company 
200 HUDSON STREET, NEW YORK 13, N. Y. 


WaAlker 5-5604 
eeeseeeeeeoeeoe eee eee es 





Use and Occupancy 





and Extra Expense Insurance 


(Continued from page 68) 


Building damage (roofing, siding, flashing, venti- 
lators; purlin, truss, column and crane rail re- 


pairs; electric work, clean-up, painting 


cluding labor) 


all in- 
$402,608.00 


Equipment (Piping and duct work, electrical work 
for power distribution, instruments, machines 
and machine equipment, miscellaneous equip- 


ment—all including labor) 


Stock and supplies 


Use and Occupancy (loss of profit $11,227 


charges $184) 


including labor fighting fire 


271,640.00 
65,018.00 


fixed 
11,411.00 


Expense to reduce loss (material, overtime pay, 
cost of reconditioning old equipment for emer- 
gency use, production made up at another lo- 


cation made available for this emergency. ) 


This case illustrates both regular Use 
ind Occupancy and Extra Expense author- 
zed under regular Use and Occupancy to 
reduce loss. By the expenditure of the 
$114,133 it is Keesees, that the loss of 
fixed charges and profit wag cut from per- 
haps as much as $250,000 to $11,411—an 
aggregate Use and Occupancy loss saving 
of nearly $125,000. 

The second case involved damage to the 
blower in the cupola of a foundry by the 
explosion of gases ignited by the hot 
charge. It was estimated that it would take 
about four weeks to get a new blower, but 
that temporary repairs could be made in 
about four days to permit resumption of 
operations until the new blower could be 
obtained. The expense of the temporary 
repairs was $145.78 and the excess pre- 
mium for overtime to make up the four 
days’ lost production was $1,576.05 or a 
total expense of $1,721.83. Had these 
temporary repairs not been made and the 
extra expense of some $1,700 not been 
authorized, it is estimated there would 
have been a Use and Occupancy loss of 
$20.000 

These two examples illustrate the appli- 
cation of Extra Expense under a regular 
Use and Occupancy policy to reduce the 
loss which would have otherwise been sus- 
tained if the interruption had been al- 
lowed to run its natural course while re- 
pairs and replacements on a permanent 
basis were being made. What the loss 
would have been in fixed charges and 
profits prevented from being earned, be- 
cause of the fire or the explosion to which 
reference has been made, had it not been 
for the effect on production of extra ex- 
pense is clear, 


114,133.00 


Grand Total $864,810.00 


It will be of interest to consider two 
cases under the Extra Expense form. The 
first of these resulted from an explosion in 
one of the large ovens of a bakery. It re- 
quired 23 days to make repairs and re- 
placements during which time baking was 
done at five other bakeries in the same 
city. The cost of this outside baking was 
$19,583.89. To have done the same work 
at the insured’s plant would have cost 
$14,109.76. Thus the loss under the Extra 
Expense policy was $5,474.13. 

Another such loss occurred as a result 
of a fire in a laundry which had just been 
constructed and in which operations had 
started but a few hours before. Through 
an unusually fortunate circumstance there 
was another laundry in the city which at 
the time was not in operation. Although 
this concern carried both a Use and Oc- 
cupancy and an Extra Expense policy, 
nothing was paid under the former. By 
renting the idle plant and assuming extra 
charges for operating it during the pe- 
riod of restoration of the insured’s own 
plant, the production schedule was main- 
tained and the loss was only $987.27. 

In summary, to distinguish between 
Use and Occupancy and Extra Expense In- 
surance and to indicate the place of each 
in a comprehensive insurance program, 
the points for consideration are: the one 
provides indemnity for loss of fixed 
charges and profits, and, if desired, full 
ordinary pay roll; the other provides for 
the extra expense necessary to maintain 
production despite damage to or destruc- 
tion of the insured property until that 
property can be restored to its former us- 
able condition or new property has been 
made available. 
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for example: DRA rns 







payrolls 








Employee's number non-added 594 
9.0 0 
& 75 

Hours worked daily ~ &50 
&75 
9.00 

Total hours ~ 44.00% 














° i¢s 

40 hrs. @ $1.75 —_ we 4 tS0 
700090 

4 hrs. @ 1% times 3 o y NY 
Total pay for 44 hrs. =~ 80.5 0] o 
Deductions -{ 27 i 
et e= 
Net pay 7659 
















(Bold-face Figures and Symbols Printed in Red) 


Put the Olivetti 14/*' through its paces— 


addition, subtraction, multiplication, division— 
under your own conditions. See how versatile 
it is, how adaptable to your needs, Fully 


automatic throughout, it insures utmost ease of 





operation... provides a permanent printed 
record of all factors and results, including 
credit balance. Discover true automatic 
short-cut multiplication by trying its separate 
multiplication keyboard, Olivetti Corporation 
of America, 580 Fifth Avenue, New York 36. 
Over 270 sales and service points in the 


United States. 





OLAV OEEE 14 a, cccomecc 


printing calculator 








* OPPORTUNITIES*« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 





RATES: $5.00 per inch or fraction thereof eac/ 
50¢ each additional line. Payable in 
llow approximately 40 words to the 
inch including 2 words for box 
f preceding month. 


insertion 
advance. 
l column-wtde 


ing date 1Uit 











number. Cl 


Ad 
rROLLER, One Ea 
York 17, N. Y. Re 





iress box number replies to THE CON 
t Forty-second Street, New 
plies will be forwarded 





HELP WANTED 





CONTROLLER 
Long-established progressive manufacturing 
company in greater New York has opening 
Must have metal manufactur 
Will require practical experi 
ence in executive functions; financial organi 
zation; planning, analyzing and interpreting 
costs and cost reduction programs; budgets 
inventory and financial controls; all phases of 
general accounting, internal auditing, systems 
procedures, financial and cost reports. Must 
have initiative to follow through. Resume 
(which will be held in strict confidence) giv- 
ing sufficient data, including salary require 
ment, to warrant interview, should be sub 
mitted. Box 1086 


for controller 


ing experience 





SITUATIONS WANTED 





ACCOUNTING EXECUTIVE 
Presently employed as controller in manufac 
turing and sales organization, desires new con 
nection in the capacity of controller, treasurer 
or assistant. College degree in accounting and 
business administration. 16 years’ experience 
includes general accounting, cost, finance, 
budgets, taxes, insurance, credit, and systems 
Age 41. Box 1075 


CONTROLLER-TREASURER 
EXECUTIVE ASSISTANT 


Presently employed, offers practical experi 
ence in all phases of industrial accounting 
particularly in cost control and budgets. Also 
inventory and production control, pensions 
and government 1 Experience in 
both small and large organizations. Age 38 
Box 1083. 


FINANCIAI 


zulations 





EXECUTIVE 











Currently controller, secretary, and assistant 
treasurer of electronic parts manufacturer 
Supervision of all accounting, financial, budg 
etary, statistical, etc., 1 rs of parent and 
two subsidiaries. Responsible for compliance 
with government controls and regulations 
contract negotiation renegotiation 
['wenty years’ experience metals, machinery 
ind other durables. W s to locate in mid 
West preferably Detroit, Cleveland, Toledo 
area. Age 45, married, two children. Box 1084 


ASSISTANT TREASURER-CONTROLLER 


C.P.A. Eleven years of public and 


counting. Broad experience covering multi 
plant operations, standard costs, budgets 
une accounting meth 
istallations. Interested 


private ac 


modern rn 





taxes and 
} 











ods, includit yste 

in making a ‘mark th an organization that 
can use ambit interlocked with ability 
University graduate in accounting with ad- 
vanced study. Age 32, married, can relocate 


Box 1085 





NOTE: Tue ConTROLLeR reserves the right to a 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold 





MARCH 28-29 
APRIL 20-22 
MAY 8-10 
MAY 25-27 


OCT. 





Date 


5-8 
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As this photograph was taken, EARL DORSEY (left), president of 
the Louisville Control of Controllers Institute, and assistant sec- 
retary of Brown-Forman Distillers Corporation, and JOHN SAN- 
DERLIN, a vice president and director of Controllers Institute, 
and treasurer of Brown-Forman, were making plans for the an- 
nual Christmas party of the Louisville Control. Brown-Forman 
played host to the Control members at the pre-holiday meeting 
of the Control, which was highlighted with an entertainment and 
musical revue staged entirely by Brown-Forman employes. 











MARK YOUR CALENDAR 





CONTROLLERS INSTITUTE 


Conference 


Southern 
Eastern 
Pacific Coast 


Midwestern 


ANNUAL MEETING 


1952 


Hotel City 
Adolphus DALLAS 
Berkeley Carteret ASBURY PARK 
St. Francis SAN FRANCISCO 
Netherland Plaza CINCINNATI 
Sheraton-Cadillac* & Statler DETROIT 


* formerly Book-Cadillac 





THE CONTROLLER * FEBRUARY, 1952 








divides. es 


and keeps 
a Record, too! 








the Underwood Sundstrand 
automatic Printing Calculator! 


Looks like only one machine! 


But this new Underwood Sundstrand 
Automatic Printing Calculator is 
really two different machines in 


one! 


With many advantages for both 


large and small businessés. 


.It’s a Calculator that keeps a 
two-color printed record of every 
operation...plus the automatic Credit 
Balance feature. 


.. It’s a General-Purpose... Multi- 
Purpose Adding-Figuring Machine 


Underwood Corporation 


Accounting Machines... 


Adding Machines... 
Typewriters. . 


Underwood Limited, 


Sales and Service Everywhere 


. Carbon Paper... 
One Park Avenue, New York 16, N.Y. 
Toronto 1, Canada 


that will come up quickly with all the 


right answers. 

With it, an operator can do one type 
of job after another—without moving 
from one machine to another. 


Jobs...from payrolls to inventories. 
From computing interest to figuring 
statistical calculations. 


It reduces your investment in equip- 
ment...in personnel...in desk space. 
Saves money, time and effort. 


Yet...the new Underwood Sund- 


st 


Name 


Ribbons 


Street 


7 

! C 

| ompany__ 
| 

I 


City 


strand Automatic Printing Calculator 
performs al/ of its various operations 
with only a 10-key keyboard. 


Only 10 numeral keys... touch- 
operated to speed the work... cut 
tiresome headswing and attendant 


errors. 


Get full information about this im- 
portant new feature-packed two-in-one 
machine. 


Fill in the coupon and mail it. 
right now. 


'4 UNDERWOOD CORPORATION, One Park Avenue, New York 16, N. Y. 


UNDERWOOD Please send me your folder on the new Underwood Sundstrand 
Automatic Printing Calculator. 








tax-computer 


This NEW National Pay 
roll-Accounting Machine 
cuts costs to a NEW low 
with NEW time-and 
a money-saving features 
NEW! Automatic Multiple-Tax Computer instantly 
computes variable tax deductions. eliminating this 
costly pre-payroll work. 
NEW! Automatic control of Federal Insurance Con 
tribution deduction limit 
NEW! 4 to-date-balances of Earnings and Deductions 
with total hours-to-date available 
NEW! 15 classification totals for Farnings and De 
ductions 


NEW! 50 Totals 
ysis and Distribution 


forty-six available for direct Anal 


THE NATIONAL CASH REGISTER COMPANY 


cuts costs !" 


PLUS many other National features that slash ac- 
counting costs ... eliminate overtime . . . simplify 
payroll work. 


There are National Machines suited to every 
type of business... large or small. National 
Machines soon pay for themselves out of the 
money they save (often the first year) then con- 
tinue these savings as handsome profit every year. 


Let the local National representative ...a 
trained systems analyst ... show you how much 
you can save with the National Accounting Ma- 
chine, Cash Register or Add- 
ing Machine suited to your 
needs. Or write the Company 
at Dayton 9, Ohio 





ACCOUNTING MACHINES 
CASH REGISTERS* ADDING MACHINES 


